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A Banker’s Diary 


Mid-November—Mid-December 


On December 16 it was announced that as a temporary 
measure the Bank of England had bought £65 millions 
of gold and that simultaneously the fiduciary 
The Bank’s note issue would be reduced by £60 millions. 
Gold The margin of £5 millions was more thé in 
Purchases. absorbed by the week’s increase of {8:- 
millions in the note circulation, so that ther re 
Was no immediate expansion in the credit basis. Valued 
at 140s. per ounce the Bank’s gold holdings now amount 
to 4517 millions or I11 per cent. of the note circulation, 
but at the Bank’s statutory price, the gold amounts to 
£314 millions. This transaction cost the Exchange 
EK qualisation Account some £43 millions, for the market 
value of the £55 millions of aid is about £108 millions. 
The object of the transaction is clearly to relieve the 
Exchange Equalisation Account of some of its surplus 
gold, and to replenish its demanded sterling. The 
Account had lately had to assimilate some £38 millions 
of gold shipped from France in repayment of the French 
credit, and this gold was added to the Account’s previous 
heavy acquisitions. The reduction in the fiduciary note 
issue was admittedly designed to prevent an expansion 
of the credit basis, and in actual fact all that happened 
was an exchange of gold for Treasury bills between the 
Bank and the Exchange Equalisation Account. The 
real significance is that the fiduciary note has now become 
an additional buffer to aid the Exchange Equalisation 
Account in its main function of acting as a buffer between 
the internal supply of credit and sudden international 
movements of funds. The significance of this will 
appear if French funds begin to leave London. Then the 
Bank may have to give up gold and the fiduciary note 
issue may be increased. Such an increase does not need 
Parliamentary sanction so long as the fiduciary note 
issue does not exceed £260 millions. Possibly Mr. Cham- 
berlain had this in mind when he described the transaction 
as a temporary measure. 
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THE money market has been increasingly affected by 
the approach of Christmas, for in order to prepare for 
the Christmas currency withdrawals the 
The Money banks began to curtail their bill purchases 
Market as early as the last week of November. 
This tendency was accentuated at the 
time of the constitutional crisis by a desire on the 
part of some of the banks to keep as much cash in 
hand as possible in case of need, but otherwise the 
crisis had no effect on the market. There was never 
any suggestion of raising the Bank rate, and all that 
was noticeable was this slight accentuation of exist- 
ing tendencies and the increased caution of the banks. 
The atmosphere was one of expectancy rather than 
uncertainty. The weekly Treasury Bill tender issue 
has revealed a very small demand for bills, and in the 
last week of November, when the average rate was 
IIs. 5:29d. per cent., applications amounted to {£65 
millions against allotments of {50 millions. The following 
week the rate was 15s. 9°73d. per cent. or over 43 per 
cent., but that pre-Christmas increase in the rate is 
quite normal. Since the beginning of November tender 
issues of Treasury Bills have risen from {603 to £617 
millions, owing to a drop in the floating assets of the 
Departments from £266 to {232 millions. This may be 
due to gold purchases by the Exchange Equalisation 
Account in connection with the repayment of the French 
credit. The disbursement of about £35 millions of War 
Loan dividend at the beginning of December failed to 
create the usual ease, for it was largely neutralised by 
the simultaneous payment of a heavy call on the new 
Funding Loan. Repayments of the French loan up to 
December 11 totalled £28 millions, the remainder being 
due in two £6 million instalments. 


THE Christmas expansion in the note circulation promises 
to be bigger than ever. That the banks have thought 
so is revealed by the early date at which 

; they began to curtail their bill purchases. 

The Note The first signs of the expansion were in 

Circulation > » Sew 

the Bank return for November 25 which 

showed an increase in the circulation of 

fo-7 million. The Bank return for December 2 showed 
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an increase of {6-0 millions, compared with {4-2 millions 
in the corresponding week last year, which suggested that 
this was more than the normal end of the month expan- 
sion. The following week was affected by the crisis, and 
it was expected that the note circulation would receive 
a very definite set-back. Actually, there was a further 
increase of £7-3 millions, making the total expansion 
to that date £14 millions. The next week there was an 
increase of {8-8 millions. As a consequence the Bank of 
England’s Reserve had prior to the Bank’s recent big gold 
purchase been reduced from £63-8 to £50-5 millions gold. 
More important from the point of view of the money 
market is the effect on bankers’ deposits and hence on the 
cash reserves of the banks. Between December 2 and g 
they fell from {99-1 to £87-0 millions, but this was 
partly accounted for by a simultaneous increase in 
public deposits from {10-6 to {17-5 millions. This was 
most unwelcome at a time when the banks wished to 
have as much cash in hand as possible, but bankers’ deposits 
recovered to {96-2 millions the following week. The 
note circulation had already risen on December 16 toa 
new high record of {467-7 millions, and with notes still 
going into circulation discount rates are likely to remain 
firm until the end of the year. 


On the whole it has been a quiet month in the foreign 
exchange market. Spot rates are now held firm by the 
various official Controls, and consequently 

. _ a better guide is provided by the forward 
ee s rate, which reflects dealers’ opinions of the 
future of the currency. Even this is 

falsified however where, as in the case of 

France, the official Control operates in forward exchange as 
well. Sterling has on the whole been firm. The disturbed 
international situation led to considerable liquidation of 
foreign-held securities on Wall Street by those operators 
who preferred to have their money close at hand in 
time of crisis. This led to a continual offering of dollars, 
and sterling went at one time as high as $4-91}, 
slipping back a little later following rumours of the 
pending British constitutional crisis. The crisis itself 
had little effect on the market but it was inevitable that 
the earlier events, before the situation was clarified, 
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should be reflected in the foreign exchange market. On 
the morning of December Io sterling weakened from 
$4-g0% to $4°894, but the rate moved back to $4-go} 
later in the day, on Mr. Baldwin’s announcement. This 
latter rate, it may be noted, is higher than that ruling 
in the early part of November. The other exchange 
rates have been less active, being for the most part 
rigidly controlled. The guilder is steady at Fl. 9-043, 
and the forward discount has remained much the same 
at about 54. cents. It is now generally felt that the rate is 
artificially high and that, if the Dutch Control ceased 
selling guilders, it would at once fall to about FI. 8-50. 
The Swiss franc has been remarkably steady and there is 
still a small premium on the three months’ forward. 
The Swiss Bank rate has been reduced to the unprece- 
dentedly low level of 13 per cent. The franc has been 
held throughout at about Fr. 105-15, but forward 
francs, in spite of intervention by the Control, have been 
irregular. The repayment of the £40 millions credit has 
been effected by the transference of gold to that amount 
from the Banque de France to the French Exchange 
Account, and thence, it may be supposed, to the British 
Exchange Equalisation Account as the instalments fell 
due. There has thus been no pressure on the exchange 
rate. On December 10 it was announced that the official 
Argentine import rate had been reduced from Pes. 17 to 
Pes. 16 to the pound sterling. This halves the official 
profit on exchange dealings, but this is not serious as 
the rise in agricultural prices has terminated the need 
for using exchange profits to subsidise certain leading 
crops. In any case this step was inevitable, as the free 
rate had previously fallen below the official import 
rate of Pes. 16. Argentina now holds ample foreign 
exchange reserves, and latest reports suggest that it 
may be possible to remove exchange control altogether 
at an early date. 


THE average returns of the eleven English clearing 
banks show that in November money became easier 
following the transference of funds from 

PO sic hands of the Government departments 
yo aon where they had been segregated during the 
previous month. Cash has risen sub- 
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stantially from {226-9 to {232-9 millions and has 
given the banks more freedom of action in many 
directions. Deposits have increased again, from £2,280: 4 
to £2,287-2 millions, but the increase in cash has been 
adequate to raise the cash ratio from last month’s low 
level of 9-95 per cent. to the more normal figure of 
10-18 per cent. Call and short loans have risen from 
£164-1 to {180-6 millions, but discounts have fallen 
from £350-7 to £328-6 millions. These changes are due 
to the reluctance of the banks to buy bills, for with the 
recent increase in tender issues of Treasury Bills the 
market is having to take up more bills. Investments 
are almost unchanged at {655-6 millions, but advances 
have again increased from {887-9 to {890-2 millions. 
This shows that in spite of the disturbed international 
situation, domestic trade activity is continuing, and 
was enhanced in all probability, by the approach of 
Christmas. The rise in commodity prices may be an 
additional explanation of the increases in advances. 


Imports for November declined, compared with 
the previous month, totalling £78-7 millions against 
£80-5 millions in October. For November, 

1935, however, the figure was only £71°5 

yr saceraneal millions. Raw material imports were {1-3 
Trade millions higher than in October, and £3:1 
millions above those of November, 1935. 

The chief increases were in imports of raw 

wool and timber. British exports stood at {38-4 
millions, compared with {41-8 millions in October and 
£39°4 millions in November, 1935. Re-exports at £4-6 
millions were {0-1 million above October and {0-3 
million above November, 1935. The returns are 


summarised below :— 
November October November 


1935 1936 1936 
£mill. £mill. £mill. 
Imports .. — Eg 80°5 78-7 
Exports... -. 30°4 41°8 38-4 
Re-exports ‘ 4°3 4°5 4°6 
Total exports -. 44:0 46°2 42°8 


For the eleven months to November imports were 
valued at £765-9 millions compared with {683-6 millions 
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in 1935. Exports stood at £400-3 millions compared with 
£391-0 millions in 1935. Re-exports amounted to 
£54°3 millions compared with £49-°8 millions in 1935. 
The adverse trade balance thus amounts to {311-3 
millions against £242-8 millions in 1935. 


Last year Barclays Bank (D.C.O.) celebrated its cen- 
tenary, and appropriately enough its resources have 
risen for the first time above {200 millions. 

Barclays Net profits are also about {£50,000 higher 
Bank than in 1935, after allowing for a change 
(D.C.O.) in the method of dealing with income 
tax. At the general meeting, held on 

December 10, Mr. Tritton was able to give the share- 
holders an encouraging account of conditions in most 
of the areas served by the bank. Business remains 
active in South Africa, and Mr. Tritton could feel 
assurance in the future of the gold-mining industry. 
News from East Africa, the Sudan and Egypt was satis- 
factory, but Palestine external trade had inevitably 
suffered from the recent disturbances. There had been 
a steady improvement in British West Africa, but while 
the West Indian sugar crop had been good, prices 
remain disappointing. Still, on the whole, Mr. Tritton’s 
speech provides additional evidence of the spread of 
recovery to the primary producing countries, while he 
also showed that the bank’s own affairs were prospering. 


The British Banking Year 


Ty tc reports and accounts of the leading British 
banks for 1936 have not yet appeared, but there 
is every indication that they will be satisfactory. 

Recently several of the Scottish banks, whose financial 

year ends in the autumn, have issued their reports for 

the year 1935-36, and these all show increased resources 
and earnings. The general trend of British banking, as 
shown by the successive monthly statements of the 
clearing banks, has been in the direction of an expansion 
in deposits, offset by a growth in the more remunerative 
assets such as investments and advances. This augurs 
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well for the 1936 profits of the British banks. Trade 
continues good, so that little new provision can have 
been needed for bad and doubtful debts. Finally there 
has been no serious recession in the gilt-edged market, 
and even if a set-back occurs, it may be assumed that 
the banks are able to meet it out of the reserved profits 
accruing from the previous appreciation of their in- 
vestments. This means that gilt-edged prices could 
fall quite a long way before the banks would have to 
draw upon current earnings in order to cover any 
depreciation of their investments. 

A year ago, when reviewing the year 1935, we 
pointed out that the joint-stock banks had successfully 
adapted themselves to the present era of cheap money. 
For the first few years of expanded credit and trade 
recovery, the normal commercial demand for credit 
lagged behind and the banks had to invest most of their 
new resources in the gilt-edged market. Thus between 
November, 1931 and 1935, the clearing banks’ invest- 
ments rose from {£300 to £628 millions. These heavy 
purchases of securities by the banks were the main secret 
of the successful conversion to a lower rate of interest 
of a large portion of the National Debt. This year 
there is evidence that the further expansion in banking 
resources has been more in conformity with the rising 
trend of the trade cycle. The banks have not had to 
increase their investments quite so rapidly, but on the 
contrary have been able to expand their advances at a 
much greater rate than in previous years. This suggests 
that the trade revival has reached the point where the 
demand for banking credit is beginning to catch up with 
the supply. 

To illustrate this trend the table on page 9g has been 
compiled. It shows the resources of the ten English 
clearing banks for certain salient months of 1936. 

The banks’ experience during the first quarter of the 
year was normal. Revenue collection depleted deposits, 
but the Government used these receipts to redeem 
Treasury bills, and so the banks’ bill holdings were 
equally reduced. There was, however, some tendency 
towards a further expansion in the note circulation, due 
to the progress of trade recovery, and this was one 
explanation of the slight fall in bank cash. Advances 
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were also inmate and so there was a fall in the banks’ 
cash ratios which already began to suggest that the 
demand for credit was catching up with the supply. 















































! | { 
| Jan. | Mar. | Apr. | June Aug. Sept. Oct. Nov. 
| | | | 
— = —_— "| — | } — 
Deposits {mn. | {mn. fmn. | {mn. | {mn.;} {mn.} fmn.| £mn. 
~ "| 2,427 | 2,072 | 2,116 | 2,191 | 2,209 | 2,220 | 2,243 | 2,249 
| | ' 
a | 7 : | 
Cash re 224 | 213 224 222 230 226 | 224 230 
Call and |} | 
Short | 
Loans .. | 155 | 158 | 155 | 153 158 161 159 174 
Discounts | 344| 250) 267 327 344 342 349 327 
Invest- | } 
ments .. | 615 | 620 | 621 | 626 626 633 640 640 
Advances | 797 | 834 849 859 857 862 | 873 875 
. } ' j 7 ‘ iz = a i - 
Ratio of | 
cash to | | | 
deposits | 10-5%| 10-3%| 40-6) 10°1%| 10'4%] 10°2%| 9:9%| 10°2% 
| u 





“Proms healt to » Sendaeaier, the heniiden swehenn eit to 
deal with a new phenomenon, namely, the French*flight 
of funds to London and the French hoarding of British 
currency. To offset this movement and support the 
franc, the British Exchange Equalisation Account had 
to make heavy purchases of gold, and to obtain the 
sterling needed to pay for this gold, the authorities 
had to issue large additional quantities of Treasury bills 
by tender. Thus between April and September tender 
issues of Treasury bills expanded from {£528 to {£630 
millions. Many of these bills were taken up by the banks 
themselves, and their discounts rose from £267 to £342 
millions. 

Meanwhile French hoarding of British currency began 
to deplete the clearing banks’ cash, which fell between 
April and May alone from {£226 to £222 millions. As in 
addition to their Treasury bill purchases the banks 
were experiencing a greater demand for credit, their 
cash ratios fell to 10-1 per cent., and the banks had to 
reduce their loans to the money market. Stringency 
therefore began to develop. 

At this juncture we made the suggestion* that when 
the British Exchange Equalisation Account has to 


” THE BANKER, July, 1936, p. 11. 
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purchase gold in France for the purpose of covering 
French hoarding of British currency, then the Account 
should at once re-sell to the Bank of England sufficient 
gold to equal, at the Bank of England’s valuation, the 
expansion in the note circulation due to French hoarding. 
This suggestion was at once acted upon by the authorities. 
Between June I and September 23, the Bank bought 
£40 millions of gold, which was more than sufficient 
to replenish both the Bank’s own reserve and the clearing 
banks’ supplies of cash. Notwithstanding a further 
expansion in the banks’ resources they were thus enabled 
to keep their cash ratios at just over Io per cent. without 
starving the discount market of loans. They were 
further enabled in September to resume their purchases 
of gilt-edged securities, thereby preparing the ground for 
the November Funding Loan issue. 

In October a new problem had to be solved. During 
this month there were heavy “ tap ”’ sales of the old 1935 
Funding Loan, much of which had been previously held 
by the Departments. Part of the money paid for this 
loan was used to redeem tender issues of Treasury bills, 
but part was lodged in public deposits at the Bank of 
England. The result of this last lodgment was a fresh 
temporary depletion of clearing bank cash, and in October 
the banks’ cash ratios fell just below Io per cent. for 
the first time within living memory. Once more the 
banks had to curtail their loans to the money market, 
and once more there were signs of greater stringency. 
By early November Government dividend payments had 
once more eased the position, but the net result was 
another sign that credit was becoming less plentiful. A 
week later the new Funding Loan was issued. The 
immediate consequence was that the December 1 War 
Loan dividend payment was simultaneously re-absorbed 
by a Funding Loan call. There was not, therefore, the 
usual early December ease in the money market. On 
the contrary the banks became reluctant to buy bills, 
as they were expecting unusually large withdrawals of 
currency over Christmas. 

The French Treasury credit raised in London early in 
the year was duly repaid during late November and early 
December. Whereas the transfer to Paris of the sterling 
borrowed was easily covered by the outflow of French 
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funds to London, its repayment necessitated a special 
gold withdrawal from the Banque de France, the 
gold passing through the new French Exchange Fund 
to the British Exchange Equalisation Account. The 
reason was that the devaluation of the franc at the end of 
September had not so far been followed by any substantial 
repatriation of French funds. Thus the British Exchange 
Account had to find more sterling with which to pay for 
its gold, and so in spite of the Funding Loan issue there 
was an increase in the Treasury bill tender issue during the 
weeks of the French repayment. As the banks themselves 
were not buying bills, the market had to take them and 
borrow more money from the banks. Meanwhile the 
banks were repaid their share of the French credit. 
The net result to the banks of these operations alone 
was a decrease in their advances and an increase in their 
call and short loans, but these will only emerge in their 
December returns. 

The Bank of England’s gold purchase of £65 millions 
during early December, off-set by a reduction of {60 
millions in the fiduciary note issue, was immediately 
intended to relieve the Exchange Equalisation Account 
of its surplus gold. There was, however, an enlargement 
of the credit basis to the extent of £5 millions. For the 
moment this has been absorbed by the Christmas expan- 
sion in the note circulation, but once the Christmas 
notes return it may add £5 millions to bankers’ deposits 
and joint-stock bank cash. There has thus been a slight 
easing of the credit position. 

All these developments show that the margin of 
surplus bank credit is beginning to diminish. The 
demand for credit engendered by the trade revival is 
now overtaking the supply and so bringing nearer a 
rise in short-term money rates. This rise is not yet 
imminent, and need be only very moderate, if the 
authorities handle the position properly. A moderate 
increase in money rates will not injure trade, but it will 
assist the earnings of the joint-stock banks. The truth 
is that the era of very cheap and plentiful credit has 
now done its work in reviving trade, and the commerce 
and industries of the country are now restored to a 
state of health robust enough to bear a more normal 
relation between the supply of and the demand for credit, 
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An Opportunity for International 
Trade 


N the previous issue of THE BANKER there appeared 
] an article on Devaluation and World Trade which 

raised a number of points of immediate interest, and 
which has inspired the following reactions. It is widely 
believed that the break-up of the gold bloc has created 
a great opportunity for enlarging world trade. In order 
to seize this opportunity there must be a clear con- 
ception of the actual situation, and there must also be 
action on the part of governments, financiers, traders 
and industrialists to take advantage of it. Let us there- 
fore consider first what the actual situation is and then 
how these four parties can exploit it. 

As many features of the situation are only too familiar 
we may be forgiven for cataloguing them tersely. The 
world in which a small minority of industrialised countries 
balanced a large number of primary producing countries 
has been superseded by a world in which the distinction 
is increasingly between more and less industrialised 
countries, with primary production pure and simple 
steadily losing in proportion to secondary production. 
Politically /aissez-fatre has everywhere been replaced by 
tariffs and quantitative and financial restrictions, while 
in a growing number of countries positive government 
direction of such international trade as interests them 
is undertaken with increasing boldness by more or less 
totalitarian states. The individual British trader and 
financier are therefore confronted not merely with 
the competition of others of their own kind, nor merely 
with the difficulty of surmounting an increasing range 
of obstacles and restrictions, but also with the rivalry 
of government-operated or government-supported com- 
petitors commanding new and formidable instruments. 
The trader, as always, seeks a profit, but the field in 
which he can move is continually being narrowed, and 
functions which he would have performed are either 
being taken over, sometimes uneconomically, by new 
local industries, or are being carried out often still more 
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uneconomically by governments, or in many cases are 
not being performed at all, to the loss of the wealth 
and happiness of the world. 

In such a situation the problem to us is how can 
the British trader, industrialist and financier, with the 
backing, where necessary, of the British Government, 
devise means of rendering effectively, in spite of existing 
barriers, the type of development service which they 
have rendered in the past and are ready to render again 
if they knew how? 

Taking first the role of government, to which we 
are too apt to leave the solution of our troubles, it is 
curious that politicians who have successfully stimulated 
home recovery on the basis of confidence should appear 
to ignore this vital psychological factor in matters 
affecting world trade. Leaving aside for the moment 
whether the current British policy is the correct one, 
there can be no question that the manner of presenting 
it has been unfortunate. Suppose that three or four 
years ago the Chancellor of the Exchequer had made 
a speech on the following lines in the City : 

“There are signs that the slump is ending. This means that I 
shall be exposed to great pressure to restore wage cuts and to undertake 
all sorts of expenditure that has been postponed. It is true that 
business expects to ease the position by yielding more revenue if 
prosperity is restored. I will endeavour to co-operate with industry 
towards that end, but I attach little importance to this factor as it 
is not yet traceable in the revenue returns. I will do my best not to 
raise the income tax by sixpence in the pound, but I will not promise, 
and that I am afraid is the best contribution I can make towards 
recovery. 

What would have been said by members of our present 
Cabinet about the statesmanship of such a speech? 
Yet that is precisely the type of speech which Mr. W. S. 
Morrison was put up to make at Geneva, and the British 
Government shows no signs of being aware of the blight 
cast upon the tender new shoots of world trade by such 
pronouncements. Is it too much to hope that abroad 
as at home the Government, while recognising realis- 
tically that “crisis’’ measures have become part of 
national economic structures and that there can be no 
sudden conversion to “ barrier-sweeping,” will regard 
the creation of an atmosphere of confidence among 
traders as one of the vital features of its economic policy. 
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Evidently, confidence cannot be built merely on 
fine words. Action must go hand in hand with en- 
couragement. It remains to be seen, however, whether 
government itself can or should plunge into the immense 
amount of detail involved in the re-organisation of 
international trade. In a world of tariffs, quotas, 
exchange restrictions and totalitarian states it is probably 
futile in the long run for a British government to make 
bargains on behalf of British traders, unless the latter 
are considerably more strongly and efficiently organised 
for following up the advantage. Moreover, where such 
organisation exists it is possible for governments to 
play a different and more effective role, not plunging 
into detailed negotiation but stimulating and pressing 
industries to co-operate and to negotiate agreements them- 
selves. Having created the conditions favourable for 
such negotiations, Government can then stand in the 
background, ready to intervene on behalf of the consumer 
or to see that the general lines of its policy are followed. 
Few will claim that such early experiments as the tea, 
rubber, tin, iron and steel and other international in- 
dustrial agreements are free from undesirable features, 
but they do suggest a way for democratic nations to 
deal on equal terms with totalitarian states without 
sacrificing the essentials of individual initiative and 
some degree of flexibility. The spirit rebels at the 
complexity and rigidity of the vast number of bilateral 
or multilateral agreements required to carry present 
tendencies in international trade to their logical con- 
clusion, while on the other hand it is evidently futile 
to expect to carry on international trade in contemporary 
conditions without much larger resources and more 
elaborate organisation than the old time trader 
possessed. 

We see the merchant and the international banker 
being squeezed out by pressure of events, and govern- 
ments having reluctantly to take on some of their 
functions, as in the case of Export Credits Guarantees. 
Is the gradual extinction of merchants and merchant 
bankers either desirable or necessary? Surely the answer 
s, “No, so long as they move with the times.”” Huge 
industrial amalgamations create their own selling ma- 
chinery in overseas markets, cutting out the merchant 
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and financier, who find themselves simultaneously faced 
with a dwindling share of trade owing to ever more 
intense international competition, and frequently with 
an impossible task in trying to transfer money from 
one country to another. But the merchant with his 
training and experience in stimulating two-way trade 
possesses, if he can discover how to use it, the key to 
many of the problems of competition and currency 
transfer which threaten to overwhelm him. Both govern- 
ments and large combines tend to overlook the fact that 
in order to expand exports of Country A to Country B 
it may be necessary not only to set up selling machinery 
in Country B, nor only to take goods from Country B in 
return, but actively to help country B to acquire the 
necessary currency by selling quite different goods in 
countries C, D and E. When country A happens to be 
the United Kingdom and country B is one of the 
numerous financially weak but industrially developing 
countries whose exporting machinery is inadequate, 
the importance of this aspect cannot be overrated, 
partly because sterling is supreme as the currency of 
world trade and also because the world-wide British 
trade experience and connections, if adapted to present 
conditions, still offer an unequalled instrument for 
reaching every market. 

Specifically the need appears to be for British mer- 
chants and financiers to create, without losing their 
individuality and flexibility, new agencies able to co- 
operate in developing markets with the British and 
overseas governments and industries, and to bargain, 
where necessary, on equal terms with all comers. The 
traditional British approach of specialised companies 
of merchant venturers may come into its own again after 
the decay of its once successful individualist rival. 
Competing merchant houses handling small fragments of 
thousands of different lines of trade cannot give the 
service or acquire the knowledge demanded by the 
modern consumer. On the other hand the familiarity 
with local market conditions and the export-mindedness 
of the merchant house is an asset well worth preserving, 
especially in view of the demoralising effects of easy 
profits at home and of the failure of vigorous new British 
industries, which have grown up during the present 








1600” THE BANKER 





phase of acute economic nationalism, to develop enthu- 
siasm or knowledge for exporting. While some older 
industries whose products are in less demand than 
formerly continue a losing struggle to hold existing 
overseas markets, many new industries which could have 
an export market for the asking feel no incentive to 
cultivate one, so long as they can sell their output 
without difficulty at home. 

Financial interests, working in concert with merchant 
houses, could do much both to remove anxieties over the 
future of British exports and to get round difficulties 
which arise about the means of payment, by co-ordinating 
British industrialists into joint organisations for in- 
tensified export efforts, and at the same time creating 
the means of securing payment and liquidating debts. 
Bankers may naturally take the line that they are 
ready to consider sound proposals which may be laid 
before them, and this leaves the initiative between 
a harassed government, the _ seriously weakened 
merchant community, and the industrialists often in- 
experienced or uninterested in the complicated technique 
required. Meanwhile world trade remains stagnant. 
Can nothing be done by bankers, merchants, and 
industrialists together to break through the deadlock ? 

If there were the vision to grasp the full extent 
of existing opportunities a way could readily be found 
of exploiting them. Ruling out countries with a special 
political risk such as Germany, there are vast populations 
in S. America, E. and S.E. Europe, Asia and elsewhere 
hungry for goods if a great trading nation like ours could 
organise the exchange. Such countries have quite le- 
gitimately embarked on developing their own industries, 
but these industries cannot supply a tithe of their wants. 
Divided into small sovereign states, each with little 
financial mechanism or resources, they become ‘ weak 
sellers ’’ on the world market, poor customers because 
they have not the facilities which would enable them 
to buy, and often sources of political friction. To get 
goods into these countries and to arrange through our 
considerable financial and trade resources to finance 
the transactions and to help to place the exports which 
these countries must make in order to pay their way 
is a task well within British organising capacity, if 











INTERNATIONAL TRADE 17 








those concerned would tackle it as a team with the 
new outlook demanded by changed conditions. 

The opportunity is favourable because the rise in 
world prices is making many countries more prosperous, 
and therefore able and willing to employ economic 
methods which are offered to them, rather than political 
expedients. If he can see a wider market, and a profit, 
the business man in any country will want to trade; 
this is a fundamental fact which economic nationalism 
has not changed and on which those interested in the 
economic revival of the world must build. 


E. M. N. and M. Z. 


The Westminster Bank Centenary 


By R. H. Mottram 


HOSE whose memories go back to the beginning of 
the century must find that one of the greatest 
changes in British Banking is its new articulateness. 
Then, the great private, one might say, family concerns 
were still private in feeling as well as in fact, and no more 
thought of giving an account of themselves to the general 
public than the secure landed proprietor of that date. 
They were also local in outlook. The joint stock banks, 
very much younger, were almost professionally imper- 
sonal. They would not have published their history 
even if they had felt that they had one. How completely 
all that has altered, as if the printing of the date at the 
head of the bank’s note-paper, changed from 18— to 
19—, had something to do withit ! Then a few interesting 
local memoirs had appeared. Martins’, Phillip’s Northern 
Banker, Bidwell’s Annals of an East Anglian Bank, 
Hilton Price’s List of London Bankers existed, and with 
some even less known, constituted the main literature 
about Banking as distinct from books. Many of them 
were pamphlets published to support some special view 
or to meet some particular crisis. In the main, bankers 
were as little prone to advertise, or even in discreeter 
form, to talk about their business, as doctors or lawyers. 
Some of us remember when a far-seeing inspector of 
one of the larger offices was heard to comment on some 
new way of doing business :— 
‘“T don’t know what things are coming to. We shall 
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be pushing a barrow down the street soon and crying 
‘ Banker’! ” 

Well, things have not yet come to that, but there is 
clearly an entirely new view taken of the value and 
advisability of making public the historical side of 
banking. The cynic may point out that, until after 1890, 
banks in England were not impossibly beyond reach of 
disaster. But the motive is more probably the new 
impersonality that has come with the huge size of modern 
amalgamation, and, we may add without immodesty, 
the practical success of British Banking, unique in an 
unsteady world. So one after another the great banks 
have told their story, Barclays in a monumental volume 
now nine years old, three years ago the National Pro- 
vincial, by the practised pen of Hartley Withers, and 
this year the Midland, in its “‘ Hundred Years of Joint 
Stock Banking,” and now the Westminster puts forth 
this imposing work, ‘“‘ The Westminster Bank Through a 
a Century.’ * Professor Gregory is the author and the 
generous list of acknowledgments shows not only the 
help on which he could rely, but the mass of material 
which he had to control. 

He begins, naturally, with something more than a 
chapter, one might call it a “ part ’’ entitled ‘‘ The Back- 
ground of English Banking, 1820-1833,’ and very 
queerly it reads. As it affects the birth of the West- 
minster, it is largely a controversy which raged round the 
renewal of the Charter which gave the Bank of England 
what Professor Gregory calls ‘‘ the fundamental and 
dominating factor in the situation ”’. . . ‘‘ the monopoly ” 

. which “had effectually prevented banks of issue 
(i.e. those issuing their own notes) from competing ”’. . 
‘it is not even clear that non-issuing banks were legal.’’ 

While this may look absurd to us to-day, there is 
little doubt that our grandfathers thought it nothing of 
the kind. The majority of that generation would 
probably have supported the Bank of England, and the 
opposition, if one may so characterise the vague and 
various impulses towards change, was divided and 
vulnerable. In fact it took a good deal more than the 
average intelligence to foresee then that Britain stood on 


* The Westminster Bank T hrough a Century. By T. E. Gregory. 
In two volumes. Oxford University Press. London: Milford, 3os. net. 
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the threshold of a century of tumultuous change and 
incredible extension of the command exercised by man, 
and particularly English-speaking man, over the material 
facilities of life. 

Nor, had it been much more evident, would every one, 
in those years, have guessed that some of the greatest 
changes would be in the distribution and accessibility of 
the new wealth, not land or goods, but the remarkable 
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new power of a recognisably honest promise written 
by an individual or merely printed by a government, on 
a piece of paper. In fact the ‘‘ awareness ’’ as we should 
now call it, of the then restricted public which knew even 
what the word “‘ Bank ’”’ meant, consisted largely in the 
determination of the Bank of England to keep what it 
had got, the jealousy of that institution felt by London 
Bankers, and a similar feeling between them and the 
country banks, while spread loosely around was an 
G 
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incomprehensible element—a body of persons ready to 
promote’ any sort of banking venture, some from 
motives of various currency and other theories, some from 
less respectable promptings. The actual notion of 
modifying the existing law—the only clear project amid 
so much economic sleep-walking—seems to have come 
from the Treasury. ‘‘ The Governments of the day were 
greatly influenced by the comparative absence of banking 
troubles in Scotland,” an odd thought, when we reflect 
that anything like general prosperity in Scotland was 
then barely a century old, and five hundred years younger 
than a similar state of things in England. The movement, 
if it can be so called, reached the point of two select 
Committees, one for each of the Houses of Parliament, 
to inquire into the issue of Promissory Notes in Scotland. 
Nothing much happened. The portents were elsewhere. 
In 1825 the Provincial Bank of Ireland was founded, and 
connected with it were two little known people destined 
to be very important, Thomas Joplin—one day to have 
a good deal to do with the foundation of the National 
Provincial—and James William Gilbart, manager at 
Kilkenny and later at Waterford. It is queer to think 
that he had then never heard of the London and West- 
minster Bank of which he was to be the first of a distin- 
guished line of General Managers, and queerer still that 
neither it, nor anything at all like it, had been thought of. 

In the north of England, however, in the east, and in 
the neighbourhood of Bristol, joint-stock banking had 
taken firm hold. Professor Gregory prints an interesting 
map of its distribution. London was actually ill-provided 
with banking accommodation by comparison and the 
exponents of joint-stock banking had one very strong 
argument—the inconvenience of the “ private ’’ system 
when one of the half-dozen owners of the capital died and 
an estate had to be broken up. Anyhow, by 1833 legis- 
lation had been passed legalising joint-stock non-note- 
issuing banks in London. A very influential body of 
opinion was in opposition. The Bank of England, 
Samuel Gurney, perhaps naturally and ironically, Samuel 
Jones Loyd were all against joint-stock banking, its 
anonymity, the weakness of a mere delegate such as a 
manager in dealing with his public. But various in- 
dividuals were taking steps. Finally, a Mr. W. R. 
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Douglas “entitled,” says Professor Gregory, “to be 
regarded as the true founder of the first London joint- 
stock banking establishment ”’ got a committee together 
and after memorialising Parliament, and having three shots 
at drafting a Prospectus, issued that document, inviting 
subscription for the {100 shares of the London and 
Westminster Bank, on August 16, 1833. The temporary 
offices were at 35, Great Winchester Street, and 11, Water- 
loo Place. The capital was £10,000,000. The venture was 
successful. Gilbart presided over eleven clerks, while the 
Westminster office was staffed with seven. Among the 
applicants was “‘ the son of a deceased clergyman in the 
County of Berks,’ another was “ very respectably con- 
nected ... has not been in an office since he left College.”’ 

Among the original Board of Directors, many of whom 
bore Scottish names, that of David Salomans is con- 
spicuous. He was Sheriff of London and Middlesex in 
1835, High Sheriff of Kent, 1839, an Alderman of the 
City of London, Lord Mayor in 1855. He became a 
Member of Parliament in 1859, after a struggle over the 
form of the oath, and in 1869 was created a baronet. 
He was chairman of the Bank sixteen times between 
1847 and 1867 when it was necessary to explain his 
absence. He died in 1873. Meanwhile the very bank of 
that Samuel Jones Loyd, who had been so dubious about 
the new type of banking, had become allied with the 
London and Westminster, and the new Head Office 
stood upon the site of the house in which the future Lord 
Overstone had been born in September, 1796. 

Professor Gregory has wisely relegated to his second 
volume the most intimate details of the lives of the four 
men who, more than others, may be said to have made 
the London and Westminster Bank. Gilbart, Salomans, 
Overstone, Walter Leaf all have their chapters in 
addition to the appearance they necessarily make in the 
story of the steady, if sometimes precarious march of the 
Bank from its inception to its place among the Big Five, 
in a group of the largest and most secure banks in the 
world, or in history. Professor Gregory tells the whole 
story clearly and with authority. 

There are copies of the documents as to its domestic 
arrangements, its policy regarding the granting of 
interest on balances, discounting and other operations 
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There are tables showing its relations with many country 
banks, in the period before the final phase of the amal- 
gamation era, when its name used to appear as the 
“ Clearing agent ’’ (there were twenty in 1845). Thereisa 
chapter on the balance sheet position and a most amusing 
one on the sometimes (as it now seems to us) extraor- 
dinary proceedings at Board meetings minuted or not. 
Such was the London and Westminster Bank some of 
us remember, a rather daring experiment achieving a 
respectable prestige in middle age, according to the 
well-known English habit. Then from the early years of 
this century, it entered on the new phase of amalgama- 
tion, common to all great British Banks, which has 
made the present dozen institutions that dominate the 
finance of the world except perhaps in the United States. 
In the case of the Westminster the main steps were the 
junction with the County Bank in Igog, and with Parr’s 
in 1918. This did radically change the character of the 
Bank which had been an innovation in 1834 and in Ig09 
was still mainly a London bank with thirty-seven 
branches in the suburbs. Had the directors who initiated 
this final stroke of policy been on the look-out for a 
complete contrast, they could hardly have found a 
greater one than the London and County Bank, with 
which the London and Westminster coalesced in 1go09, 
and Parr’s, which came in during 1918. The London and 
County is even better understood now that Professor 
Gregory prints, surely for the first time, its early history 
as the “ Surrey, Kent and Sussex Banking Company.” 
That was the legitimate sphere in which it arose, although 
it had already made considerable acquisitions among 
small and rather local private and joint-stock businesses 
in those counties and in London. Parr’s, on the other 
hand, was one of the ancient private banks that had 
emerged, by a sort of natural evolution, out of mercantile 
business, in this case sugar boiling, with its necessary 
correspondents and the convenience of running cus- 
tomers’ accounts for them. Probably no one of the 
Parr family said: ‘‘ Now, let us found a bank,” but 
rather between 1782 and 1865 the partners in the firm 
found their business drifting away from commerce, and 
made themselves into a joint-stock concern about the 
latter date. A whole history of English character and 
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temperament lies behind this line of development, parallel 
to the more deliberate policy of the institutions to which 
Parr’s became allied, and apparently equally satisfactory. 
Professor Gregory very properly devotes what are virtually 
separate “ parts ’’ or “‘ books ”’ to these two of the three 
main elements in the modern Westminster. 

Those of us who remember the pink cheques, the 
Lombard Street Head Office, the close network of 
branches of the London and County, will read with 
amusement devoid of shock, now that the matter is such 
ancient history, of the early days of the “‘ Surrey, Kent 
and Sussex Banking Company,” how the “‘ committee ”’ 
issued a prospectus, with Lord Nugent at the head of the 
list of the directors, how they got rid of his Lordship, 
and how they were pushed and pulled this way and that 
by some almost unbelievable characters. ‘‘ Research is 
making it clear that an active group of ‘ promoters’ 
was behind the banks founded in the ’thirties and 
forties,’’ says Professor Gregory, and certainly we, of 
the twentieth century, have grown out of the habit of 
“ promoting ’’ banks. Some, like a Mr. Goatley, dunned 
the bank for years for his share of what he seems to 
have considered the spoils of promotion, while Mr. Joplin 
(also involved in the early stages of other banks) had to 
to be told that the Board were “‘ disappointed ”’ that he 
“has not after the lapse of three months made more 
progress in effecting his proposed arrangements”’ and 
was given notice to terminate their agreement with him. 

Parr’s, on the other hand, was of the type of successful 
north-country bank forcing its way into London by 
amalgamation, and allying itself with old, well-tried, 
firms such as Stuckeys and Crompton’s and others too 
numerous to name. One puts down the volumes with a 
feeling that this is really why we are Perfide Albion. No 
foreigner, however friendly, can understand the mixture 
of compromise, obstinacy and integrity here revealed. 
The result is the Westminster, by the times we live in 
a reassuring spectacle, and one which may well be 
regarded, over most of the earth’s surface, with envy. 
It only remains to be said that the illustrations, especially 
those reproduced in colours, are charming. Tallis, Street 
views, some architectural elevations and portraits also 
enhance the value of the book. 
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British Empire Banking in 1936 


By H. Dargan Roberts 


URING the year 1936, further recovery was 
evident in most of the principal territories of the 
British Empire. The degree of prosperity attained 

was not the same in each country and, if an attempt at 
comparison may be made, it is probable that conditions 
were more satisfactory in Canada and South Africa 
than in Australia, India and New Zealand. In the two 
former areas the problem was to maintain the existing 
prosperity; in the other three, it was to foster the 
partial recovery which had so far taken place. 

There is still considerable room for improvement in 
those countries which are especially dependent upon 
pastoral and agricultural pursuits, as will be seen from 
the more detailed examinations which follow. Farmers 
still require State assistance. Budgets are not all 
balanced. International trade suffers from severe handi- 
caps, and international relations give rise to more and 
more anxiety. 

Nevertheless, without being unduly optimistic, one 
may say that the Dominions and India fared better 
last year than in 1935. In every case both exports and 
imports increased. Bank clearings were higher. Prices 
of the World’s principal raw materials showed satis- 
factory increases. And a more hopeful attitude was 
prevalent. 

One of the most remarkable features of the recovery 
so far has been the failure of bank advances to expand. 
While in most of the countries with which we are con- 
cerned, deposits have been rising, advances and discounts 
have tended to remain unchanged, or even to decline. 
In an article of this nature it is not possible to examine 
the causes of this phenomenon but its existence ought 
not to be overlooked. The difficulty which commercial 
banks now experience in finding remunerative and safe 
employment for their resources, and the growing ten- 
dency to invest in government and other securities, are 
likely to have important consequences in years to come. 
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The continued development of overseas central banks 
has been a feature of the past twelve months. Their 
future activities will be followed with great interest, 
both by bankers and business men, and it is hoped that 
they will make a valuable contribution to the stability 
of colonial banking structures. 

A more detailed survey of banking and economic 
conditions within the principal territories of the Empire 
now follows :— 


Australia. 

During the year 1936, the foreign trade of Australia 
has continued to expand, as the following official figures 
will testify (exports include the current output of gold 


and silver) :— 
Year to :— 
June 30 Exports Imports Excess of Exports 
f{ stg. £ stg. £ stg. 

IQ32 .. 55,000,000 45,000,000 40,000,000 
oC. —_— 97,000,000 58,000,000 39,000,000 
1934 .. 99,000,000 61,000,000 38,000,000 
5935... g0,000,000 74,000,000 16,000,000 
1936 .. 108,000,000 85,000,000 23,000,000 


The surplus was not quite sufficient to meet the 
overseas debt service but the shortage was amply 
covered by new foreign investment in Australia. 

Much of the increase in the value of exports was 
due to satisfactory conditions in the wool trade. In- 
cluding the carry-over from the previous season, the 
total clip amounted to 2,864,000 bales, out of which 
only 76,000 bales remained to be carried into next 
season. Average prices rose from g#d. per pound to 
over Is. 2d. In consequence the value of exports of wool 
for the 12 months to June 30 last, was £A52,000,000, 
against only £A39,000,000 for the previous year. Had 
the Japanese not remained outside the Australian 
market, the result would, no doubt, have been still more 
satisfactory. 

The wheat crop was threatened by a shortage of 
Spring rains, but before it was irretrievably spoilt sufficient 
rain fell to secure a moderately good harvest. Exports 
of wheat were slightly less in volume than for the pre- 
vious year which ended on June 30, 1935. The rise in 
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the world price of the commodity, however, resulted in 
an increase in the value of the exports from £16,000,000 
to £19,000,000. For the prospective crop the official 
estimate of about 130,000,000 bushels is rather lower 
than the actual crop secured last season but, in view of 
the beneficial rains which have recently been experienced 
in New South Wales and Victoria, and the high price 
which wheat now commands, the immediate outlook 
for this cereal is encouraging. 

Wool and wheat last year accounted for 67 per cent. 
of the total value of Australian exports. In other 
occupations exporters of dairy produce and of mutton 
and lamb also experienced satisfactory conditions. 
Among internal industries, building was again very active 
and was typical of most others. The effect of the 
rising activity in all directions is visible in Bankers 
Clearing House figures and in unemployment statistics 
compiled by the Trades Unions. The latter have 
recorded a decline from 30 per cent. in 1932 to 13 per 
cent. in 1936. 

Another result of the recovery is a continued im- 
provement in the state of the national finances. The 
combined budgets of the States still show a deficit, of 
about £2,500,000, but the last Federal Budget showed a 
surplus of £3,500,000. Concessions to taxpayers have 
thus been made possible, and over £9,000,000 has been 
transferred to the National Sinking Fund. 

During the year additional conversion operations 
were successfully conducted in London, and the total 
saving in interest and exchange upon overseas debts 
now amounts to about £4,000,000. On June 30 last 
the public debt of all descriptions amounted to 
£1,255,000,000, domiciled as follows :— 


Australia .. its = £665,000,000 
London ... M4 ‘ns £545,000,000 
New York.. = - £45,000,000 


Australia is virtually on a sterling exchange standard, 
for the stability of its exchanges and the volume of its 
credit depend not so much upon reserves of gold as upon 
balances in London. Yet, according to the Bank for 
International Settlements, the combined international 
reserves of the Commonwealth Bank and the trading 
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banks are only one half of what they were before the 
depression. 

The need for an effective monetary authority was 
never stronger than to-day, and no doubt the Royal 
Commission on the Monetary and Banking Systems of 
Australia will have much to say on this subject when 
their report is issued. 

Possibly the Commonwealth Bank will have to 
discontinue its commercial banking functions and confine 
itself to the duties of a central bank. At the present 
moment its influence upon the credit situation is much 
weakened by its large holding of Treasury Bills, and the 
Government will have to take steps to fund a substantial 
portion of the floating debt. In the early part of 1936 
the Commonwealth Bank made an attempt to dispose 
of part of its holding of Treasury Bills to the public but 
the move was promptly rendered ineffective by some of the 
trading banks, which raised their deposit rates sufficiently 
to deprive the Bills of their relative attractions. 


Canada. 


The following figures for Canadian Foreign Trade 
indicate the accelerated pace at which the Dominion’s 
economic recovery is proceeding :— 

Monthly Average Values of Exports and Imports— 


Exports Imports 
$ millions. 
1931 “ ~ -. §4°27 52°34 
1932 i ‘is .. 46°69 37°72 
a 33°43 
1934 i ea -« Gg-Os 42°79 
1935 a as .. 69°86 45°86 
1936 - ‘es ~-.  JO-96 50-10 
The figures for 1936 are for the ten months to the 
end of October. On the assumption that the same 


average has been maintained to the end of the year, the 
value of the exports for 1936 will exceed that for 1935 
by some $80,000,000, while imports will also have risen 
by about $50,000,000. 

Foreign trade being an important part of Canadian 
economic activity, its recovery is reflected in most of the 
major industries. _Lumbering and kindred occupations 
are particularly prosperous and it is noteworthy that the 
output of newsprint has almost reached capacity. 
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The mining of gold, nickel and copper continues to 
grow in importance. For the year 1936 the value of 
the mining output was about $350,000,000, against 
$310,000,000 for the previous year and an average 
value of $270,000,000 for the past ten years. Fishing, 
the tourist trade, and most of the manufacturing in- 
dustries also show improvement. 

Unfortunately the wheat crop suffered seriously 
from the drought earlier in the year, but some compensa- 
tion should be derived from the higher price which 
wheat now commands. 

The problem of balancing the Federal Budget still 
defies solution. For the year ending on March 31, 1936, 
there was a deficit of approximately $160,000,000, and 
the Minister of Finance estimated that the deficit for 
the current year would be in the neighbourhood of 
$100,000,000. It would not be surprising, however, if 
his estimate proved to be overcautious for, up to the 
present, the inflow of revenue has been satisfactory and, 
at the end of October, exceeded ordinary expenditure 
by nearly $60,000,000. Some explanation of this cir- 
cumstance may lie in the increases in the Sales Tax from 
6 per cent. to 8 per cent., in the Corporation Income Tax 
from 13} per cent. to 15 per cent., and in the general 
increase of business turnover. 

Such is the not unfavourable economic background 
against which to outline the condition of Canadian 
banking. The note circulation has been very steady, 
fluctuating between extremes of about 117 and 124 
million dollars. On the other hand, the relationship 
between the deposits and advances of the chartered 
banks has shown some interesting changes. The total 
of bank deposits in Canada at the end of September, 
1936 amounted to over $2,260,000,000, an increase in 
twelve months of nearly $170,000,000. But during the 
same period loans and discounts have declined by 
about $144,000,000 to a total of $860,000,000. To some 
extent it is possible to explain the reduction in advances 
by the repayment of wheat accounts which have been 
frozen for some years past. During the year the banks 
have reduced interest rates all round and it is significant 
that within two months of the reduction, advances 
began gradually to rise, the increase over the total 
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for July having reached $47,000,000 by the end of 
September. 

If the expansion of advances continues, an increase in 
the revenue of the banks may be anticipated, though 
allowance must be made for the lower rates of interest 
which now prevail. Meanwhile, the banks have been 
obliged to invest a large part of their funds in Dominion, 
Provincial and Municipal bonds. During the year end- 
ing on September 30 last, their holdings of these securi- 
ties increased by $276,000,000 to $1,380,000,000. 

The bankers’ reserves with the Bank of Canada during 
the year 1936 have averaged about Io per cent. of deposits. 
As the legal minimum is only 5 per cent. there is con- 
siderable scope for an increase in advances. 

It may be of interest to notice briefly a new scheme 
under which the banks will finance house repairs. By 
agreement with the Government and the National Em- 
ployment Commission, the banks will make $50,000,000 
available for this purpose. The loans will be on a one- 
year basis with repayment by 12 monthly instalments, 
and the effective rate of interest will be approximately 
6} per cent. per annum—which is much more attractive 
than the rate ordinarily charged for instalment finance. 
The Government will guarantee the repayment of 15 per 
cent. of all loans which may be made under the scheme. 


India. 


The Indian Government’s statistics upon the Indian 
balance of trade show some very interesting trends. 


Five months April to August in Rs. (Lakhs). 








+. = favourable. — = unfavourable. 
1934 1935 1936 
Balance of Trade in Merchandise .. +12,28 + 8,93 +22,95 
do. do. Gold (private)... +22,20 +16,44 414,44 
do. do. Silver do. .. — 1,75 + 1,16 — 5,87 





T 20,45 +17,60 — 8,57 





Total Visible Balance .. - + 32,73 +26,53 +31,63 


It would appear, therefore, that the maintenance of 
the Indian overseas debt service is still partially, though 
to a lesser extent than last year, dependent upon a 
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continuance of the dishoarding of gold. The tendency 
to export silver has been reversed and the fall in its 
price has caused a re-importation on a_ substantial 
scale. 

During the short time that the Reserve Bank of 
India has been operating, there has been little change in 
the general credit situation. According to the Return 
for October 30 last, notes in circulation amounted to 
Rs. 171 crores. The increase of Rs. 11 crores over the 
corresponding figure for November I, 1935, is mainly 
accounted for by an influx of rupee-coin—notes and 
rupee-coin, it will be recalled, being mutually inter- 
changeable. In the Banking Department it appears 
that deposits by bankers have declined by more than 
Rs. 5 crores to Rs. 26 crores. Against this fall, the 
holding of notes has declined by Rs. 2 crores to approxi- 
mately Rs. 32 crores, and balances held abroad by Rs. 3 
crores to nearly Rs. g crores. 

During the past year and a half the scheduled banks, 
though their time deposits have varied but little, 
have seen their demand deposits rise from Rs. 109 
crores in July, 1935, to Rs. 131 crores at the end 
of October last. But their advances have declined 
from Rs. gg crores to Rs. 87 crores, and have reached 
even lower levels. Money has been very cheap, yet it 
remains difficult for the trading banks to employ the 
deposits which are brought to them. Many of the 
indigenous bankers who were accustomed to borrow 
from the larger institutions have discovered that, owing 
to the fall in the prices of Indian commodities, they are 
able to finance their customers out of their own resources. 
No doubt such resources must have been considerably 
augmented by the proceeds of the heavy gold shipments 
during the past few years. 

The Government have been obtaining their require- 
ments of sterling through the Reserve Bank which, since 
its inception, has purchased upwards of £60,000,000. 


New Zealand. 

New Zealand is another dominion possessing a sterling 
exchange standard and dependent for the maintenance 
of that standard upon foreign exports which are at 
present insufficiently diversified. Its trading conditions 
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during 1936 have been favourable, as the following 
comparative monthly averages will show :— 


Exports Imports 
N.Z. £1,000 N.Z. £1,000 
1931 - ‘ .. 2,860 2,156 
1932 i — -. ts 2,001 
1933 ci a a 3367 2,082 
1934 si ‘i .. gees 2,504 
1935 it me -« 3536 2,986 
1936 (Average of 10 months) 5,073 3,433 


Total exports for 1936 are thus likely to be in the 
neighbourhood of N.Z. {60,000,000 against imports of 
£40,000,000. The banking system’s total overseas funds 
have shown but little change during the year, amounting 
to approximately £40,000,000, though the Reserve Bank’s 
portion has declined from about {22,000,000 in January 
to £16,500,000 in October. 

The deposits of the commercial banks have remained 
at a fairly constant level, if the figures for interest 
and non-interest bearing accounts be combined. The 
tendency has been, however, for the former to decline 
and the latter to rise, a circumstance which may be 
attributed partly to the reductions in the rate of interest 
which have occurred during the year, and partly to the 
increasing activity of trade. No significant change has 
appeared in advances. 

The Labour Government of New Zealand has brought 
forth during the year legislation of considerable interest 
both to bankers and business men in general. Its 
supporters must be somewhat disappointed with the 
orthodox first budget which it presented in August. 
While the social policy of the Party has made necessary 
an increase in expenditure from {26,000,000 to£31I,000,000, 
that increase is to be met from additional taxation, not 
by borrowing from the Reserve Bank or by any other 
inflationary expedient. 

Considerable assistance is likely to be forthcoming to 
farmers, from more than one source. Apparently the 
Government is to buy outright, at fixed prices, the out- 
put of dairy produce and make itself responsible for 
marketing the produce through normal commercial 
channels. While the farmers were pleased to work 
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under the safeguard of a guaranteed price, disgruntlement 
has been expressed now that London prices for their 
output is giving the Government a handsome profit on 
its trading, and there is much speculation as to how the 
surplus will be employed. 

The Mortgage Corporation has been transformed into 
the State Advances Corporation, whose principal func- 
tions are to provide advances for the assistance of 
farmers and for home-building. The provision that “ all 
qualified classes of mortgagors and lessees’ are to be 
‘entitled to an immediate adjustment based on the 
present-day value of the security’ should bring relief 
to many a debtor. 

The Reserve Bank of New Zealand has become entirely 
a State institution, and as existing directors retire they 
will be replaced by nominees of the Government. The 
functions of the Bank have been defined afresh to give 
effect, within the limits of its powers, to the monetary 
policy of the Government as communicated to it by the 
Minister of Finance. It may now underwrite, with the 
authority of the Governor-General in Council, any 
loan proposed to be raised by the Government of New 
Zealand. Its general powers to lend to that Government 
are increased and, in order that it may better restrain 
any undue expansion of credit by the commercial banks, 
it is enabled to vary upwards the statutory balances 
which they must maintain with it. This provision 
appears to have been borrowed from recent American 
legislation and it would not be surprising to see it copied 
in other Dominions. 


South Africa. 

For the first eight months of 1936 South African 
exports and imports were respectively {77,000,000 and 
£56,000,000. Assuming that the same average monthly 
volume was maintained until the end of the year, the 
following rough comparison may be made for the three 
years just ended :— 


Year to Exports Imports 

Dec. 31 (£S.A. millions) 
TOs4 ks 81 66 
1935 oe I02 75 


1930 oe I16 85 
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The favourable balance of trade is thus likely to be 
larger than ever. 

As usual, practically the whole of the increased 
exports are due to a rise in the output of gold, though in 
arriving at the real trading figures allowance must be 
made for the reduction which has occurred in the gold 
holding of the South African Reserve Bank. Except for 
farming, practically all the industries of South Africa 
are still enjoying the prosperity which the gold boom 
has brought. 

In this age of automobiles, perhaps nothing could 
better illustrate the improvement that has taken place 
than the rise in the number of motor-cars sold. During 
the last three years the sales of new motor vehicles, 
exclusive of motor-cycles, reached in the peak month of 
July the following figures :— 

1936 1935 1934 

5,210 4,588 4,033 
The total white population of the Union is well under 
two millions. 

While the public is thus spending freely, the Govern- 
ment is pursuing a prudent financial policy. The accounts 
for the year ending on March 31 last showed a surplus 
of over £3,000,000, against a total expenditure of less 
than £37,000,000. Part of the surplus has been devoted 
to such purposes as the strengthening of Pension Funds 
and the restoration of salaries cuts; part has gone to the 
assistance of farmers and to write off agricultural debts; 
the balance amounting to over £500,000 has been applied 
to redemption of public debt. 

Up to the end of August last year, revenue was 
buoyant, being at least half-a-million pounds better than 
for the same period of 1935, and almost equal to 
expenditure. The national credit is thus very high. In 
consequence, the Government has been vigorously pur- 
suing its plans for the repayment or conversion of 
portions of the National Debt. 

The following data with regard to the Public Debt 
may be of interest :— 


External Internal Total 
{1,000,000 {1,000,000 £1,000,000 
May IgIo rr wi 106 10 116 


March 1936__ix.j a 104 147 251 
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The latter total would be about £246 millions if allowance 
were made for accumulated sinking funds. 

Banking changes are summarised in the following 
table :— 


August 31, 1936 August 31, 1935 

£ S.A. 1,000,000 £ S.A. 1,000,000 
Demand Deposits... a 70 62 
Time Deposits ce 4% 16 22 
86 84 
Advances and Discounts... 49 40 

Cash and Reserve Bank 

Balances... ¥ 21 30 


It will be seen that a considerable fall in the cash 
resources has occurred. Advances have risen less than 
the prosperity of the country would lead one to expect. 
This is possibly because the farmer is still not prosperous, 
while the gold mining and other industries have to 
resort to long-term finance. It will be recalled that 
during the last twelve months a number of South African 
businesses have had recourse to the London Capital 
Market for the first time. 


The Financial System of the 
U.2.5.5. 


By Louis Segal, M.A., Ph.D. (Econ.), 
Dr. Phil. 


‘Te system of national finance in the Soviet Union 
has no counterpart in any other country, since the 
financial plan embraces a considerable proportion 

of the industrial, banking, trading, transportation, and 

many other activities of the country. The management 
of the financial policy and the administration of finance 
is carried out in the Soviet Union by the People’s 

Commissariat for Finance of the U.S.S.R. Besides the 

Commissariat for Finance for the whole Soviet Federation, 

there are People’s Commissariats for Finance in each of 

the republics, and Finance Departments in each region, 
province and city. In the villages financial problems are 
under the jurisdiction of the local Soviet. 
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The functions of the Federal Commissariat include 
the general supervision of the republican Commissariats 
for Finance, the drafting and submitting to the Govern- 
ment of a unified financial plan and the State budget 
of the U.S.S.R., realisation of the budget estimates, 
and control of the fulfilment of the financial plan. They 
also embrace the general supervision over the monetary 
circulation, credit and insurance; and the drafting and 
submitting of financial, legislative measures for con- 
firmation. The general activity of the Commissariat 
for Finance is extraordinarily wide. In other countries 
economic development is financed from private resources 
and foreign loans, while in the U.S.S.R. the State has to 
find all the necessary capital. The building of new 
factories and works, the reconstruction of agriculture, the 
building of railways and roads, the extension of the 
mercantile marine or goods distribution, all have to be 
financed by the State. The systematic accumulation of 
capital and its proper utilisation are, therefore, important 
functions of the financial system. At one time it was 
the general belief of economists outside the U.S.S.R. that 
the Soviets would be unable to carry out their extensive 
reconstruction programme on the basis of their own 
resources, without long-term foreign credits or loans. 
Nevertheless, during the last decade the wide growth of 
capital accumulation in the U.S.S.R. has enabled the 
Soviet Government to finance an enormous construction 
programme without any great assistance from abroad. 


Redistribution Through Budget 


The State budget is the principal means of the 
mobilisation and redistribution of the financial resources. 
Through the budget is achieved both the redistribution 
of the resources of the State and the co-operative 
organisations, and also the mobilisation of the savings of 
the public. The budget consists of a Federal budget, 
the budgets of the various republics, and local budgets 
of the regions, towns and villages. Each of these budgets 
has its own sources of revenue—that is, its place in the 
general system of redistribution of the national income 
as well as its own items of expenditure. In addition to 
the budget, the finances of the State and co-operative 
economic organisations also occupy an important position 
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in the financial system of the country. Not all the 
resources accumulated by the various State organisations 
are drawn into the national exchequer. Only the excess 
of such accumulations is appropriated by the budget and 
is utilised for redistribution to organisations requiring 
financial aid. The major part of the investments of 
individual organisations and their working capital are, 
however, obtained from their own accumulations. Ap- 
proximately seventy per cent. of the profits of the 
organisations are redistributed through the budget. 
This year’s budget provides for more than ninety per 
cent. of the total revenue to be derived from the State 
and co-operative organisations, namely, 71,118 out of 
78,715 million roubles. A large proportion of the 
profits accumulated during the period, however, are 
retained by the organisations for their own use and 
expansion. 

The Soviet State also uses a considerable proportion 
of the resources of the population for budget purposes 
in the form of subscriptions to loans. The gradual rise 
in wages and the general improvement in the conditions 
of the workers enabled the Government to increase the 
loans issued from year to year. The successful placing of 
a number of loans since the introduction of the first 
Five-Year Plan in October, 1928, has made possible the 
complete realisation of the financial plan so far as revenue 
from loans is concerned. The 1936 budget provided for 
a sum of 3,950 million roubles to be realised from State 
loans, and this sum will be considerably exceeded. 
During the operation of the first Plan, from October, 
1928, to the end of 1932, the number of bondholders 
increased in the Soviet Union nearly seven times. It 
finally exceeded forty millions and the amount realised 
from loans increased more than thirteen times. The 
significance of these loans in the reconstruction of the 
national economy can be judged from the fact that during 
the last few years loans and savings banks deposits 
supplied between twenty and thirty per cent. of the 
investments in industry. State loans thus form an 
important part of the Government’s financial programme, 
though the greatest proportion of the investments in 
national economy is being obtained from the revenue of 
the State budget. 
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Banking and Credit System 


The banks of the U.S.S.R. form part of the financial 
system of the State. The State Bank, which was estab- 
lished at the end of 1921, marked the beginning of the 
restoration of banking and credit in Soviet Russia. During 
1922 and 1923 a number of joint-stock banks were 
established 1n Moscow, Leningrad and other centres. 
Nearly all of these banks were subsequently amalgamated 
with the State Bank, and at the present time the credit 
system of the U.S.S.R. consists of the following banks : 
1. The State Bank of the U.S.S.R. (Gosbank) and its 

branches. 


2. The Long-Term Credit Bank for Industry and Electri- 
fication (Prombank). 

. The All Union Co-operative Bank (Vsekobank). 

. The Central Agricultural Bank (Selkhozbank). 

. The Central Municipal and Housing Bank (Tsekom- 
bank). 

At one time a large number of mutual credit associa- 
tions and credit co-operatives were in existence, but in 
1933 the last of these ceased to exist and their finances 
were taken over by the branches of the State Bank. 
Savings banks, which are a monopoly of the Commissariat 
for Finance, are extensively developed all over the country. 

After 1930 the whole banking system of the U.S.S.R. 
underwent a thorough reorganisation. All the short-term 
credit houses were then either abolished or converted into 
long-term credit institutions, while all the short-term 
financing was concentrated exclusively under the State 
Bank. The system of long-term financing was also 
reorganised and, in accordance with a decree of May 5, 
1932, it was concentrated in the other four banks and 
their branches. 


ne W 


National Capital 

The growth of national capital during the period of 
the first Plan has been very extensive and is estimated 
at 25,600 million roubles, including all the capital invest- 
ments during that period. Excluding amortisation and 
enterprises which have been closed down, the net gain 
during the period represented more than 16,500 million 
roubles. This process of accumulation has been acceler- 
ated under the second Plan, which covers the period 1933 
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to the end of 1937. Nearly one half of this year’s budget 
expenditure, 47°7 per cent., has been allocated for 
financing the economic development of the country. 
About half of this amount is being used for industry and 
electrification, while the remainder is divided between 
agriculture and transport. The major part of the invest- 
ments in national economy is devoted to capital con- 
struction. Social and cultural development in the Soviet 
Union is financed from the budget, in so far as special 
educational and scientific investigation institutions are 
concerned. The major part of this expenditure is met 
by the local budgets and by the social insurance system. 
Both the local budgets and the Social Insurance Fund 
receive, however, large subventions from the Union 
budget. In the 1936 budget the subvention to local 
budgets was estimated at 12,456-5 million roubles, and 
to the Social Insurance Fund at 2,190-7 million roubles. 
Considerable work has been carried out in connection 
with the reorganisation of financing the transport system 
and agriculture. The change from individual to collective 
farming necessitated a complete reorganisation of the 
financial system in the villages and the investment of 
vast sums. 

Of great importance also was the question of the 
establishment of a sound financial basis for the system 
of distributing goods. During the operation of the second 
Five-Year Plan, the goods turnover in the U.S.S.R. 
increased from 32,000 million roubles in 1932, to 
approximately 100,000 million roubles in 1936. The 
retail trade turnover of the first half of 1936 amounted 
to nearly 50,000 million roubles. This huge increase 
necessitated the distribution of large stocks of goods 
amongst the consumers—an operation requiring an 
adequate provision of turnover capital. 

The great importance of the budget system in the 
financing of economic and cultural development will be 
seen from the sums spent on these items since the 
introduction of the first Five-Year Plan. The total sum 
expended on these services from October Ist, 1928, to the 
end of 1932 has reached 73,000 million roubles. Out of 
this sum 51,500 million roubles, or 70-5 per cent., was 
utilised for the financing of economic development. 
During that period the budget increased more than 





FINANCIAL SYSTEM OF U.S.S.R. 39 


fourfold. In the first year of the Five-Year Plan the 
budget total was only 8,427-7 million roubles, but in the 
second year it increased to 12,986-5 million roubles, in 
1931 to 23,861-1 million roubles, and in 1932 to 31,629°5 
million roubles. The development of the country under 
the second Five-Year Plan necessitated the investment 
of even larger financial resources. According to the 
preliminary estimates for the period, capital recon- 
struction will require a sum of 140,000 to 150,000 million 
roubles, or more than double the amount spent during 
the first Five-Year Plan. The State budget has expanded 
very rapidly under the second Plan, the increase being 
from 35,010°9 million roubles in 1933, to 48,879-4 million 
roubles in 1934, 64,600 million roubles in 1935, and an 
estimated 78,715 million roubles in 1936. The budgets 
of the various national republics and regions have also 
been considerably expanded in the last few years. Some 
of the national republics have increased their budget in 
the last four years five-fold, which testifies to the great 
development in their economic and cultural life. 


Paying Dividends 
By C. Ralph Curtis 


HE ever-increasing tendency towards amalgama- 
tions and towards the building up of huge concerns 
with hundreds of thousands of shareholders, has 
created new, and in some cases serious, problems with 
regard to the payment of dividends by such concerns. 
A dividend is declared and a notice appears in the press 
to the effect that ‘“‘an interim (or final) dividend will 
be paid by the A. Company on November Io, 1936.” 
It matters not if the shareholders number a thousand or 
half a million; on November rto—no earlier or no later— 
they must be paid. 

In very many cases the firms concerned have their 
own organisations for carrying out this work and the 
part played by the bank is restricted to opening a special 
dividend account for the firm, and debiting to it all the 
warrants as they come in through the clearing. In some 
cases, however, the banks themselves act as paying 
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agents and registrars, and the systems which they adopt 
and the mechanism which they use are in some cases 
lamentably behind the times. This is all the more to be 
regretted as here there is a vast field available for the 
banks to acquire more business and to earn more profits. 
A well-organised and completely mechanised department 
for dealing with such matters could easily undertake 
the whole business of dividend paying for all excepting 
the largest commercial concerns, at a cost very much 
lower than that expended by the firm itself under the 
manual or semi-mechanised systems which are so 
frequently used at the present time. 

Where figures of any magnitude are being considered, 
the punched card system stands out above all others 
as being by far the best system to adopt. The very 
latest development of the system which includes, amongst 
others, the numerical alphabetic unit on the tabulator 
have, furthermore, made the presence of addressograph 
machines, and in some cases of calculators, unnecessary 
as adjuncts. In the first place, therefore, a series of 
cards will have to be punched, one for each shareholder 
giving the ledger folio in the share register and the 
account number of the shareholder together with details 
of his holding. One sich card is shown in the illustration. 
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PUNCHED CARD FOR USE WHERE DIVIDEND AND 
TAX ARE INCLUDED ON THE SAME CARD. 


The next step in the process is for cards to be punched 
for the actual dividend to be paid. The actual procedure 
will vary in proportion as the shares are fixed or variable 
in dividend. Where the shares in question are fixed 
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interest bearing, then on the original holding card the 
gross dividend can be prepunched in addition. As, 
however, taxation rates vary from year to year, it will 
be necessary in this case each year as soon as the Finance 
Bill has been passed to punch a series of tax cards giving 
the tax to be deducted on each gross dividend. If the 
whole set of cards were to be now sorted on the sorter 
into shareholders account number order and then put into 
the tabulator, the details of the shareholders and their 
holdings, together with the gross dividend and the tax 
will be printed whilst the tabulator will throw out the 
difference—the net dividend. In the case of shares 
subject to variable dividends a new dividend card must 
be punched each year. This card can contain both 
gross dividend, tax and net dividend, leaving the tabulator 
to give gross totals only. 

The mechanism of the punched card system can be 
called into service both in calculating and in punching 
gross dividend and tax cards. If the “ holding” cards 
are sorted into batches of equal number of shares held, 
it will be found that by far the greater majority fall 
within certain round figures—fifties, hundreds and the 
like. It will be easy in such cases to work out the gross 
dividend, tax and net dividend in advance on such 
holdings and to “‘ gang punch”’ each batch with that 
figure. Where, on the other hand, the holdings are all 
in broken amounts then in punching in, on the requisite 
cards, the amounts representing the gross dividend and 
the tax, there is every possibility that in the future the 
multiplying punch will be available for use. In the one 
case the dividend per share will be set up and multiplied 
by the number of shares, the punch automatically 
punching in the amount of the dividend; whilst in the 
other case the rate of tax will be multiplied by the 
number of pounds in the gross dividend. 

The next step in the process depends upon whether 
punched cards or an addressograph are being used to 
record the names and addresses of the shareholders. 
The use of either an addressograph or of the alphabetic 
feature on the tabulator is necessitated by the fact that 
the name and address of the shareholder has to appear 
on the dividend list, the tax certificate (where a bankers’ 
payment is being made) and on the dividend warrants. 
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If an addressograph plant is in use for other purposes 
such as circularising shareholders with reports, meetings, 
etc., then it might appear better to utilise it side by side 
with the punched card. It has the disadvantage that 
“laddering ’’ may occur. That is to say that when a 
series of dividend warrants have, for example, been 
produced on the tabulator in numerical order but lacking 
names and addresses, it might happen that one addresso- 
graph plate is missing. When this is the case if the 
dividend warrants are run through the addressograph the 
missing plate will result in the wrong name being printed— 
one in advance on each warrant—hence the term 
“laddering.”” This can, of course, be provided for by 
very careful scrutiny, but unlike the punched card it is 
not automatic. If on the other hand the punched cards 
are used to produce the name and address then in the 
first place, at least three and possibly four cards will 
have to be punched for the name, road and number, and 
town respectively of the shareholder. The three or four 
cards are necessary, first in order to print the Shareholder’s 
name and address on three separate lines, both on the 
dividend lists and on the warrants, and secondly because 
of the limited space which can be allotted to the alpha- 
betic unit in the tabulator. Each of these cards bears 
on the left-hand side the ledger and folio number of the 
shareholder. On account of this last fact, the cards, 
when sorted into account number order, cannot be 
wrong and there can therefore be no case of a wrong 
address on a warrant. The disadvantages in the use of 
punched cards for addressing, lies in the question of speed 
—an important part in dividend payments. It must be 
remembered that the tabulator works at a speed of from 
4,000 to 7,500 cards per hour. If four address cards are 
needed for a shareholder’s name and address and only 
two for the holding dividend and tax, then the passage 
through the tabulator both with the dividend list and 
with the warrant will take six cycles of the tabulator 
with the use of punched address cards as against two 
without—three times as long. 

I shall continue to describe this sytem as if punched 
cards were being used entirely, but the same effect will 
be produced if the list and warrants are run once through 
the tabulator and once through the addressograph— 
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always provided as I have said, that both are in the 
same exact order. 

As soon as these cards are prepared they can be 
placed in the sorter, and the dividend and tax cards will 
be automatically sorted into the packs of cards repre- 
senting the names and addresses and holdings, in such 
fashion that these prepunched cards come first into the 

ack. 
a The whole of the cards can now be placed in the 
tabulator and the dividend lists produced. 

As soon as the dividend lists have been prepared and 
have been checked by agreeing the grand total of the net 
dividend as shown in the dividend list which the tabulator 
has prepared, with the total dividend to be paid, then 
the way is clear for the production of tax certificates and 
dividend warrants. 

The practice of giving standing instructions for the 
payment of dividends, is growing year by year, and the 
bulk of these standing instructions takes the form of an 
order to pay to a bank for credit of the shareholder’s 
account. This is a system which greatly facilitates the 
payment of dividends and should therefore be encouraged. 
Many firms have, indeed, taken the initiative in this 
matter by circulating their shareholders suggesting that 
such instructions should be given. 

However that may be, there will always be some 
shareholders who will wish to be paid by cheque. Those 
cards in respect of which standing instructions have been 
given will have been punched in advance with the bank 
national number of the bank to which the payment will 
be made, and the next step in the process will be to sort 
out automatically from the pack all the set of cards 
bearing bank national numbers. These are first sorted 
into bank national number order, and then put on to the 
tabulator. Into the tabulator is fed a roll consisting of 
a number of certificates separated by perforation. The 
tabulator will print the name, address and holding of 
each shareholder together with the gross dividend, the 
tax and the net dividend. With regard to the individual 
banks a proof sheet on continuous stationery, operated 
by carbon paper, can be left in the tabulator at the same 
time, and the tabulator can be set to throw out a total on 
this sheet at the end of each main bank national number. 
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By this means a separate list for each bank with a total 
will have been automatically produced. The tax certifi- 
cates will have come off the tabulator in bank national 
number order and all that remains to be done is to send 
off the lists accompanied by the Tax certificates and by 
a Bankers’ payment for the total on each list, to the 
individual banks. 

The time taken in preparing the tax certificates on 
the tabulator could be saved if it were possible to send, 
not printed tax certificates obtained from cards, but the 
actual cards themselves. This, however, could only be 
done if the banks were to adopt the system—almost 
universal on the continent and long overdue in this 
country—of numbering accounts in each branch. If 
this were done the customers account number would 
have to be prepunched after the bank national number, 
and the cards produced automatically print those used 
in the firm by means of a reproducing punch. After 
being punched these cards could be passed through an 
interpreter which would automatically print the details 
on the top of the card from the holes punched therein. 

As I have said, there will always be some shareholders 
who insist on receiving a dividend warrant. The sorting 
out of the cards bearing bank national numbers will 
have left as a remainder the cards representing these 
shareholders. If these are now put on the tabulator, 
a roll of dividend warrants can be fed in. The name, 
address, holding, gross dividend, tax and net dividend 
will all be printed as before, but this time on the top 
half of the warrant. The last of these figures—the 
net dividend—will, however, be held back by the tabulator 
in such fashion that it repeats the amount in figures on 
the cheque part of the warrant also. The warrants have 
then to be put into a cheque writing machine and the 
shareholders’ name and the amount in words added. 

I trust, however, that in the not too far distant future 
the technical difficulties connected therewith will have 
been got over so that this too can be printed in by the 
tabulator. Experiments are, I believe, being made in 
this connection at the moment, and it will be a somewhat 
sensational discovery if it ever becomes an actual fact. 
The reason for this lies in the fact that the tabulator 
will have to be constructed so that at a certain point it 
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prints the word ONE when the mechanical parts sense 
the figure I. 

All that is necessary now to complete the picture is a 
series of window envelopes and the dividend is paid. In 
the carrying out of this method as many as four to six 
hundred warrants an hour can be automatically produced 
with no possible chance of the human element interfering 
to make mistakes either in calculation or transcription. 
Many firms consider that with the posting of the warrants 
their work is done. I submit that this is not true and 
that in actual fact only half of the work has been done. 

Presupposing that a bank is paying the dividend for 
the client, it will have created the credit on the dividend 
account either by transfer from the clients’ account or by 
the receipt of a payment or cheque representing the total 
dividend to be paid. What of the corresponding debits 
to that account? Are they to be made from the dividend 
warrants as they are posted? What then of the 
unclaimed dividends, warrants not cashed, etc.? Surely 
the only safe way is to debit the dividend account with 
the individual warrant cheques as they reappear through 
the clearing? Are, however, such a series of debits to be 
posted to the account by hand? There are several ways 
in which this could be done mechanically. In the first 
place cards could be punched from the individual warrant 
cheques as they come in. Better still, net dividend cards 
could be prepunched. This could be done automatically 
by a linked-up punch which is attached to the tabulator, 
whilst the warrants are being printed, in such fashion that 
as the net amount is thrown out by the tabulator, the 
linked-up punch will punch a card bearing the ledger 
and folio and the net dividend only. These cards could 
then be filed in numerical order and could be “ pulled ”’ 
as the warrant came in through the clearing, and then 
put into the tabulator to raise bulk debits to the dividend 
accounts. Such a system would have the advantage 
that the “‘ unpulled ”’ cards would at any time represent 
the dividends unclaimed. 

There is however, in my opinion an even better 
method, namely by making out the dividend cheque on a 
manila card which 1s itself a punched card and which has 
been prepunched in advance. In this fashion every 
possibility of error will have been avoided and the actual 
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cheque when it comes back through the clearing could be 
used to raise the necessary debits. 

At first sight it probably seems fantastic to speak of 
cheques made out on punched cards. The layman will 
object that in most cases the cards themselves will come 
back so dog-eared by the post and the clearing that 
they will be of no use for tabulating purposes. To this 
objection I can only say that enthusiasts have actually 
been experimenting with these cheques in the United 
States and that in one case where the system was used, 
out of several thousands of cheques of this nature which 
were handled both by the post office and the clearing, only 
one was torn, and that in a part of the card which did 
not interfere with the tabulating. 

Such an idea is, alas, one which is at the moment very 
much Utopian as far as the British Banks are concerned, 
but I am convinced that it is the best method and that 
furthermore the time will come, when, as I have described 
elsewhere, all cheques for all purposes, will be established 
on punched cards and all the bug-bears of clearing as well 
as all possibility of human error in posting the customers’ 
accounts will disappear. Should this ever come to pass 
the tax certificate prepared, as described, as an actual 
punched card will fit completely and automatically into 
the system. It would, perhaps, be as well to mention 
that the fact that a dividend is being paid at any time on 
several different classes of shares, does not present any 
difficulties. 

Each shareholder will have a set of cards of differing 
colours representing each type or class of share and no 
alteration need be made in the system. It can, indeed, 
obviate work, as if it is desired, one dividend warrant 
can be made out for each shareholder giving his total 
net dividend from all classes of shares. Many people, 
however, would probably prefer a separate warrant for 
each class—a matter which can equally easily be arranged. 

The name and address and holding cards will of 
course be prepunched in advance, long before the dividend 
is declared. They will in fact have to be kept constantly 
up-to-date from the information supplied by the transfer 
department. 

It must be remembered that the Registrar requires 
an annual list showing the alterations in share holdings. 
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This might be compiled on the tabulator and the cards 
representing the individual total holdings at the time of 
the dividend of which we have already spoken could be 
collated automatically at the same time. In order to 
effect this separate cards must be punched every time 
there is an alteration in the share register. These cards 
would be sorted into account number order and tabulated. 
If a shareholder had disposed of his holdings, his “ in ”’ 
and “ out’’ cards would balance. Where a_ holding 
remains the tabulator would add the purchase of shares 
and deduct the sales throwing out the final holding as a 
balance. If at the same time a punch was automatically 
linked up to the tabulator, all the “ holding cards ”’ 
could thus be automatically punched every time a balance 
was shown on the tabulated list provided for the Registrar. 





Obituary 
Mr. Robert Hugh Tennant 


We record with deep regret the death on November 
27th of Mr. Robert Hugh Tennant, former Chairman of 
the Westminster Bank Limited. 

Mr. Tennant was born in 1860, and was educated at 
Rugby. On leaving school he went into the brewery 
business and was Managing Director of Stretton’s Derby 
Brewery for twenty years. In 1903 he joined the Board 
of Crompton & Evans’ Bank, which was absorbed by 
Parr’s Bank in 1913. At this time Mr. Tennant was 
Deputy-Chairman of Crompton & Evans’ Bank, and 
after serving on the Board of the larger institution for 
two years following the absorption, he was made the 
Deputy-Chairman. In 1918 Parr’s Bank was merged 
with the London, County and Westminster Bank, now 
known as the Westminster Bank, and Mr. Tennant was 
again appointed Deputy-Chairman. He was appointed 
Chairman of the Westminster Bank in 1927, in succession 
to the late Mr. Walter Leaf. He resigned from this 
position in 1930, but retained his seat on the Board. 

Since 1923 Mr. Tennant had been Chairman of the 
Audit Committee of the London & North Eastern 
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Railway. He was a member of the pra Council of 
the Board of Trade from 1924 to 1926. He was also 
Chairman of the Committee of the London Clearing 
Bankers, and President of the British Bankers’ Asso- 
ciation in 1924 and 1925. Among other connections he 
was Deputy-Chairman of the Bank of British West 
Africa, and Deputy-Chairman of Stanton Ironworks 
Company. 


Mr. Frederick George Dryburgh 


It is with great regret that we also record the sudden 
death on November 22 of Mr. Frederick George Dryburgh, 
Secretary of the National Bank of Scotland Limited, who 
passed away in his sleep. His death came as a tragic 
shock, as he had appeared to be his normal cheerful self 
the previous day, and had been at his post as usual. 

Mr. Dryburgh’ s family had for long been associated 
with the Port of Leith, and he himself began his banking 
career at the local branch of the National Bank of 
Scotland in 1892. Five years later, after a brief spell 
at the Leith Walk Branch, he was brought to the 
Inspectors’ Department. He was promoted to the 
official rank of Inspector of Branches in 1916, and in 
1919 he became Superintendent of Branches in succession 
to the late Mr. T. C. Riddell, who was then appointed 
London Manager. He was appointed Secretary on the 
retirement of Mr. George A. Hunter in 1927. 

Mr. Dryburgh’s lengthy experience in the Inspectors’ 
Department served him in good stead in his more 
responsible positions, as during that time he visited 
branches in all parts of the country, thus gaining a useful 
knowledge of local banking and trading conditions, and 
a first-hand acquaintance with Branch buildings and 
personnel. His relations with his fellow-men were at 
all times characterised by courtesy, frankness and 
sympathy, and his shrewdness of judgment and quick 
discrimination were of great use in the problems with 
which he and his colleagues were confronted. He took 
a practical interest in the work of the Institute of 
Bankers, and was a member of the Council from 1927 
to 1931. 
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In his leisure Mr. Dryburgh enjoyed various recrea- 
tions such as fishing, motoring and golf, and was 
particularly interested in music. He will also be remem- 
bered by those who had the privilege of enjoying his 
hospitality as the perfect host, and he was probably 
never happier than when entertaining his friends. 


Appointments and Ketirements 


Bank for International Settlements 


It was announced at the Board meeting of the Bank 
for International Settlements that Dr. L. J. A. Trip, 
President, will resign on March 31, at the end of the 
Bank’s year. Dr. Trip was elected President in 1935, 
and as he remained Governor of the Netherlands Bank, 
he was only able to come to Basle for the monthly Board 
meetings of the Bank for International Settlements. In 
view of this a special arrangement was made that 
Dr. J. W. Beyer, formerly of the Rotterdamsche Bank- 
vereeniging, should act as his representative at Basle. 

The Board has received Dr. Trip’s decision with great 
regret, and has decided to propose at the next general 
meeting an amendment to the Bank’s statutes, to enable 
a non-member of the Board to act as President. It is 
understood that if this amendment is carried, Dr. Beyer, 
who is not a member of the Board, will be elected 
President. Dr. Beyer has long been associated with 
Dr. Trip. He was also a member of the Dutch delegation 
at the standstill meeting in Berlin, and at the World 
Economic Conference in London. 


Bank of British West Africa 

Sir Frederick Eley, Bt., has been elected Deputy- 
Chairman of the Bank of British West Africa, in the place 
of the late Mr. R. Hugh Tennant. 


Bank of Montreal 


Mr. W. A. Bog has retired from the position of General 
Manager of the Bank of Montreal, and has been elected a 
Vice-President and a Member of the Executive Committee. 
Mr. G. W. Spinney has been appointed to succeed him as 
General Manager. 
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British Overseas Bank Association 

Mr. D. F. Reid, London Manager of the Bank of New 
Zealand, whose photograph appears as frontispiece, has 
been elected Chairman of the British Overseas Banks 
Association for the ensuing year. 


First National Bank of the City of New York 
Mr. Leon Fraser, Vice-President of the First National 

Bank of the City of New York, has been elected President 
in succession to Mr. Jackson M. Reynolds, who has held 
this position since 1922. Mr. Fraser is a former President 
of the Bank for International Settlements. 

Mr. Reynolds will remain on the Board in an advisory 
capacity. 


Lloyds Bank 


Mr. T. Price Davies has retired from the post of 
Manager of Lloyds Bank Limited, Aberavon and Port 
Talbot Branches, after 44 years’ service. He is succeeded 
by Mr. J. D. Jenkins from Temple Street, Swansea. 

Mr. Davies was born in 1876 and educated at the 
Collegiate School, Penarth. His first appointment was 
with Lloyds Bank at Barry Dock in 1893. After serving 
at Cardiff, Merthyr and Pontypridd, he was appointed 
Manager at the Maesteg Branch in 1911. He became 
Manager of the Port Talbot Branch in 1925, and of the 
Aberavon Branch in addition in 1931. Mr. Davies is a 
Fellow of the Institute of Bankers and a Certificated 
Associate since 1901. He is also Treasurer of the Aber- 
avon and Port Talbot Nursing Association, and of the 
Victoria Institute, Port Talbot. 

Mr. W. Haward has retired from the post of Manager 
of Lloyds Bank Limited, Chichester. Mr. L. W. Palmer, 
from Steyning, succeeds him as Manager. 

Mr. Haward was born in 1872 and educated at Christ’s 
Hospital. He joined the Union Bank of Australasia at 
London in 1893. In 1g02 he was appointed Manager of 
the Capital and Counties Bank at Bristol, and was 
transferred to the Mildenhall Branch in 1917. In 1923 
he was appointed Manager of the Chichester Branch of 
Lloyds Bank Limited. 

Mr. E. P. Hallett has retired from the Managership of 
the Emsworth Branch of Lloyds Bank Limited, after 
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47% years’ service. Mr. D. A. West, from Gosport, has 
been appointed to succeed him as Manager. 

Mr. Hallett was born in 1873, and educated at North- 
gate School, Winchester. His first appointment was in 
1889 with the Capital and Counties Bank at Devizes. 
In 1893 he was transferred to Havant and he became 
Manager of the Emsworth Branch of Lloyds Bank in 1905. 
Mr. Hallett has been Treasurer of Emsworth Cottage 
Hospital since 1905, and has also for many years been 
Treasurer of a number of public authorities. He has 
been churchwarden of Emsworth St. James’ Parish 
Church for almost thirty years. 


Martins Bank 

Mr. J. R. Naisbitt has been appointed Manager of a 
new Branch of Martins Bank at Derby. This Branch was 
opened on December 14, at temporary premises in 
Market Place, pending the completion of the new offices. 


National Bank of Scotland 

Mr. John Allan Brown, Superintendent of Branches, 
has been appointed Secretary of the National Bank of 
Scotland, in succession to the late Mr. Dryburgh. Mr. 
Edward Francis Spaven becomes Superintendent of 
Branches. Mr. William Pettigrew of the Inspectors’ 
Department succeeds Mr. Spaven as Chief Inspector of 
Branches, and is authorised to sign official documents 

“ pro General Manager.”’ Mr. Alexander Stirling Oliphant 
Dandie and Mr. Joseph Mather have been ‘appointed 
Inspectors of Branches. 

Details of the careers of Mr. Brown and Mr. Spaven 
were given in our May issue on their respective appoint- 
ments as Superintendent of Branches and Chief Inspector 
of Branches. 

Mr. Pettigrew entered the Bank at East Linton, and 
served in Edinburgh and Stirling before his transfer to 
the Inspectors’ Department in 1928. 

Mr. Dandie served his apprenticeship at Portobello, 
and gained experience in several Branches in the Edin- 
burgh district prior to his transfer to the Inspectors’ 
Department in 1933. 

Mr. Mather has served mainly in Glasgow, where he 
acted as Accountant at the Principal Office. He was trans- 
ferred to the Inspectors’ Department in June of this year. 
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American Banking 


By a Correspondent 


HE heavy movement of European capital into 
the American securities markets which followed 
the re-election of President Roosevelt has brought 
about a change of front on the part of the Federal Reserve 
authorities. Contrary to earlier assurances, it is now 
indicated that measures will be taken after the turn of 
the year to cut down once more the volume of excess 
bank reserves. The method to be employed, it is 
indicated, will be a further increase in the legal reserve 
requirements of member banks. In addition, it is 
possible that steps will be taken to prevent future gold 
imports from adding to bank reserves, either by revising 
the stabilisation fund, so as to make it operate more 
along the lines of the British fund, or by having the 
Treasury borrow additional funds from the market to 
offset gains to the market resulting from gold imports. 
Expectations that the devaluations by the gold bloc 
countries might lead to some repatriation of European 
money from the United States have proved completely 
false. On the contrary the flow of European capital 
to this country has increased and our monetary gold 
stocks have risen by nearly $400 millions since the 
devaluation, and amounted early in December to nearly 
$11,200 millions. Excess reserves of member banks of 
the Federal Reserve System, which had been reduced 
to about $1,800 millions in the middle of August, following 
the 50 per cent. increase in reserve requirements, have 
recovered to $2,270 millions and, if allowed to, should 
reach $2,500 millions or more by the latter part of 
January, following the seasonal return-flow of money 
from circulation. At this level they would once more 
be beyond the control of open market operations, since 
they would exceed the Reserve System’s portfolio of 
$2,430 millions of government securities. 

This further rise in excess reserves has occurred at a 
time when the recovery of business, the stimulation to 
the stock market provided by foreign buying, and other 
factors have made the fiscal authorities once more 
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apprehensive of the development of a boom. A circum- 
stance of importance is the tremendous outpouring of 
extra and increased dividends, wage increases and 
bonuses, which has been stimulated by the undistributed 
profits tax on corporations. Dividends declared in the 
five weeks following November 1 have exceeded $1,000 
millions, while bonuses and wage increases involving 
corporation payments of possibly $400 millions more over 
the next few months have been announced. There has 
thus been provided a corporation ‘“ bonus” which 
rivals the Congressional bonus to veterans of last summer 
and which comes at a time when business activity is at 
the highest levels since the beginning of the depression. 

Under the circumstances the government appears 
to have become fearful lest the advance becomes over- 
stimulated, particularly in the stock and commodity 
markets. Its first moves have been directed toward 
“talking down” the stock market. First there was 
President Roosevelt’s statement about the possibility 
of curbing the influx of foreign capital, followed up by 
the publication by the Treasury of detailed statistics of 
the movement of foreign money into this market. This 
was followed by pointed warnings that the Securities 
and Exchange Commission was “ watching’”’ the stock 
market; by the initiation on the part of the S.E.C. of 
punitive action against a prominent Stock Exchange 
house for alleged manipulation ; and by a sudden speeding 
up of action by that agency to shackle the speculative 
activities of brokers by segregating broker and dealer 
functions. 

On top of this the chairman of the Federal Reserve 
System, Mr. Marriner S. Eccles, issued a statement in 
which, reversing his previous stand, he practically 
promised that there would be another increase in reserve 
requirements in the New Year. Lest any doubts remain, 
the Secretary of the Treasury then announced that in 
December he would anticipate a maturity due in 
February, in order to “clear the way ”’ for the Federal 
Reserve's action in reducing excess reserves. These 
moves have left little doubt in the minds of bankers that 
the Reserve Board intends to employ to the full its 
remaining authority to increase reserve requirements 
by an amount equal to 50 per cent. of the old ratios 
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or one-third of those now obtaining. Such a step would 
lift the legal reserve requirement against time deposits 
to 6 per cent., and that against demand deposits to 
26 per cent. in New York and Chicago, 20 per cent. in 
other large cities and 14 per cent. in country districts. 
It would probably reduce excess reserves to about 
$700 millions, of which about $150 millions would be 
held by New York City banks. 

The stock market has been dampened by the develop- 
ments, although there appears to have been no important 
let-up in the influx of foreign funds; but the market 
for high-grade bonds, including government securities 
has been unaffected, and the prevailing view among 
bankers and bond dealers seems to be that a further 
reduction in excess reserves will not affect money rates. 
This opinion seems to be based chiefly upon the fact that 
the last increase in reserve requirements did not result 
in any firming of interest rates; but it seems certain that 
a second advance in reserve requirements will leave a 
good many banks short of reserves. Moreover it will 
create a condition in which the remaining excess reserves 
could be fairly rapidly used up if the gradual expansion 
of commercial loans that has been going on for the past 
four months became accelerated. 

The Treasury’s study of capital movements into 
the United States showed that in the twenty-one months 
ended on September 30 last, there had been a net influx 
of foreign capital of $2,281,659,000 of which $1,353,072,000 
net consisted of short-term banking funds, $905,429,000 
of security transactions and $23,158,000 of brokers’ 
balances. The largest net inflow was from or through 
the United Kingdom which sent $789,204,000 in the 
period. These figures, taken together with previous 
estimates of the Department of Commerce and allowing 
for the appreciation of security prices in the past year, 
indicate that the total foreign investment in the United 
States amounts to about $7,500 millions, of which about 
$1,500 millions is in short-term banking funds, about 
$4,000 millions in security holdings and the remainder 
in direct and fixed investments. 

The President’s suggestion of “controlling’”’ the 
movement of foreign funds into the United States was at 
first interpreted as forecasting a possible effort to shut 
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off the flow, either through taxation or some other 
means. But further consideration has convinced most 
observers that what was meant was merely an attempt 
to control the credit expansion for which the large gold 
imports have provided a base. This, of course, will be 
the purpose of the further increase in member bank 
reserve requirements which has been so strongly intimated 
as forthcoming. 
In the face of this increased concern over the threat 
of a coming boom, there continues to be no signs of a 
large demand for bank credit. There has been some 
further expansion of business loans but the total out- 
standing credit of reporting member banks of the Federal 
Reserve actually declined by $116 millions in November, 
as a result of the continued reduction of security holdings, 
particularly holdings of government securities. The 
following are the principal items reported by these 
banks in ror leading cities, compared with a month 
and a year ago: 
(In millions of dollars) Increase or decrease 
since 
Nov. 25, Oct. 28, Nov. 27, 
1936 1936 1935 


Demand deposits adjusted .. Kc 15,4064 +114 + 1,446 
Deposits of foreign banks - — 4544 —-13 + VW 
Total loans and investments .. - 22,401 —II6 + 1,769 
Loans on securities ye - 7 3199 + 20 +. QI 
Other loans a i Ks Ke 5,580 + 38 + 536 
U.S. Govt’s. direct and indirect ia 10,425 —106 + 987 
Other securities ed oy sei 3197 — 68 + 155 
Reserves is sus 4 is 5.431 + 41% + 672 


The rise in demand deposits adjusted, which com- 
prise, in effect, the ‘‘cheque money ”’ at the disposal of 
individuals and corporations, in the face of a net reduction 
of the total loans and investments of the banks, reflected, 
of course, the month’s large gold imports. The cir- 
cumstance that deposits of foreign banks actually declined 
emphasised the fact that the current inflow of capital 
from abroad does not consist of bank money but of the 
funds of individuals and others who are investing in 
American securities. 

The reduction in the banks’ holdings of government 
securities did not indicate any change in their attitude 
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but partly reflected an increased demand from other 
than banking sources and partly preparations for the 
December 15 financing. The “ government’’ market 
has been strong and on December 7, the Treasury was 
able to announce an issue of 2} per cent. 17-year bonds, 
the lowest long-term rate in its history, except for a few 
special issues. 


French Banking 


By M. Mitzakis 


HE situation of the French money market during 
November had very few interesting features. The 
fluctuations of the rates were narrow and the 
turnover was not very large. There was a contraction 
in the volume of funds available, and borrowers had to 
fall back upon the Bank of France to a larger degree than 
during the previous month. The activity of the open 
market declined, while that of the Central Bank increased. 
This resulted in a slight rise in the market rate of discount 
from 14% to 24 per cent. during November, bringing it 
once more above the official discount rate of 2 per cent. 
The money market is thus in the same position as in 
August and September, when owing to stringent con- 
ditions due to an outflow of gold the market rate of 
discount exceeded the Bank rate by $ to } percent. The 
return to this state of affairs indicates a certain tension 
in the money market. This is not reflected, however, in 
the other sections of the market. While the market 
rate of discount advanced, the rate of loans on Bons de 
la Défense Nationale remained unchanged at 2} per cent. 
for one month and 2} per cent. for three months. The 
rate on Steck Exchange loans fell from 3? to 33 per cent. 
in the Parquet but was unchanged at 8} per cent. in the 
Coulisse. On the other hand, the call money rate 
advanced from 18 to 1+ per cent. 

In spite of the absence of substantial fluctuations in 
the rates, it is certain that the supply of funds was 
smaller in November than in October. The reason for this 
is the export of capital during November, but it is 
impossible to obtain definite information in this respect. 
The stability of the foreign exchanges is maintained 
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by the Exchange Equalisation Account, created by the 
monetary law of October 1, and originally endowed 
with a reserve of Frs. 10 milliards in gold or foreign 
exchange. This institution publishes no information 
regarding its activities. Its secret is so well kept that in 
Paris only those directly concerned with its administra- 
tion are acquainted with its exact position. Admittedly 
the Exchange Equalisation Account occasionally carries 
out transactions with the Bank of France, by buying 
gold from or selling gold to the Bank. In October it 
turned over to the Central Bank Frs. 7 milliards of gold, 
but since this there have been no further transfers. The 
gold reserve of the Bank of France thus remained un- 
changed at Frs. 64,359 millions until the return of 
December 4, when Frs. 4 milliards were withdrawn for 
the purpose of repaying the London credit of £40 millions. 
It seems in the circumstances that the initial reserve 
of Fr. 10 milliards must have been reduced to a con- 
siderable extent. 


End of End of End of 
September, October, November, 
1936 1936 1936 
Banque de France rediscount 
rate rv 5 2 2 
Market rate of discount... 5t 1} 2k 
Day-to-day money 5 If 1 
Loans on Bons de la Défense 
Nationale :— 
Market rate for one month 53 2t 2t 
Market rate for 3 months o= 2} 2} 
Rates on loans on securities: — 
On the Parquet .. + 44 32 3% 
On the Coulisse .. “i 8} 8} 8} 


The undisclosed changes in the resources of this 
new institution are in sharp contrast to the apparent 
immobility of the Bank of France’s returns since October. 

The foreign exchange reserves showed little change, 
declining from Frs. 1,459 millions to Frs. 1,452 millions 
during November. The most important change is the 
increase of discounts from Frs. 7,891 millions to Frs. 8,995 
millions. Advances on securities increased from Frs. 
3,447 millions to Frs. 3,464 millions and 30 days’ advances 
from Frs. 668 millions to Fr. 702 millions. The increase 
of discounts and advances is the consequence of the 
tighter money conditions. On the liabilities side the 
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note issue declined from Frs. 87,198 millions to Frs. 86,651 
millions, a diminution of Frs. 547 millions. As, however, 
at the same time current accounts and deposits increased 
from Frs. 13,219 millions to Frs. 15,128 millions, the total 
of sight liabilities increased from Frs. 100,417 millions 
to Frs. 101,779 millions. At the end of November the 
reserve ratio was only 63-23 per cent., against 64-09 per 


cent. a month earlier. 
End of Endof End of 
Sept., October, Nov., 


1936 1936 1936 











ASSETS. (in millions of francs) 
Gold Reserve os ea as ses 50,III 64,359 64,359 
Foreign Exchange reserve (total) .. 1,290 1,459 1,452 
Sight .. és os os ie II 6 6 
Time “a oe 7 i - 1,279 1,453 + 1,446 
Discounts (total) .. - - wi 7,522 7,891 8,995 
French bills ‘i . ea os 7,511 7,880 8,981 
Bills on Foreign countries. és II II 14 
Advances on bullion - ree i T2990 +,3%0 1,202 
Advances on securities .. mr! i 3.553 3.447 3,464 
Advances up to 30 days aie ws 838 668 702 
Bonds of the Caisse Autonome .. - 5.640 5,640 5,640 


Provisional advances to the State— 
(a) Regularisation of previous advances 13,883 13,303 12,998 
(b) New advances ar ar a 2,070 — a 


LIABILITIES. 


Note circulation .. be 83,750 87,198 86,651 
Current and deposit accounts (total) ws 8,339 13,219 15,128 
Of which— 
Treasury we oe os 168 2,129 157 
Caisse Autonome né és ‘a I,51r 1,844 1,913 
Private accounts ia aad ne 6,51I 9,145 12,930 
Sundry .. vr pa “i 149 IoI 129 
Total of sight liabilities .. - és 92,090 100 417 IOI 779 
Percentage of gold cover at -» 54°42% 64-09% 63-23% 


Even though no information is available about the 
losses of gold suffered by the exchange Equalisation 
Account, the persistent adverse pressure on the franc 
has been causing a certain amount of uneasiness in France. 
It is beyond doubt that, contrary to what happened in 
Holland and Switzerland, the devaluation in France did 
not result in the strengthening of the monetary situation. 
In fact, it is to-day less favourable than it was before the 
passing of the monetary law of October. This weakening 
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of the franc is a consequence of the general distrust which 
continues to prevail in France. In spite of the devalua- 
tion by 30 per cent., the future of the franc is viewed 
with a certain amount of pessimism. Financial circles 
anticipate a second devaluation, and consequently the 
outflow of capital continues. The result is a demand for 
sterling and dollars which the Exchange Equalisation 
Account has to satisfy. 

This pessimism is mainly due to the financial situation, 
and especially to the large budgetary deficit for 1937. 
According to official figures the amount of budgetary 
expenditure in 1937 will be Frs. 48 milliards, Frs. 74 
milliards more than in 1936. It is true that the budgetary 
estimate for 1936 was in reality exceeded, and that the 
amount actually spent was Frs. 44} milliards. The 
actual anticipated increase of expenditure is thus only 
Frs. 34 milliards. Budgetary receipts for 1937 are 
estimated at Frs. 444 milliards against Frs. 404 milliards 
in 1936, an increase of Frs. 4 milliards. The view is 
generally held, however, that revenue was calculated 
rather generously while expenditure was under-estimated. 
It is consequently to be feared that in practice the 
deficit will be much more than the official figure of 
Frs. 3} milliards. 

If the French Treasury had to borrow in 1937 only 
3, 4 or 5 milliard francs, the financial problem would 
present no difficulties and the uneasiness about the 
prospects of the franc would be unjustified. As it is, 
however, in addition to the deficit on the ordinary 
budget, there are deficits on special accounts outside the 
budget. The total of these extraordinary expenditures 
is officially estimated, in the Finance Act submitted to 
Parliament, as Frs. 16,054 millions. Of this amount, 
Frs. 93 milliards is for the National Defence. It does not 
include about Frs. 2 milliards borrowed for the pensions 
fund. If we add the deficit of the railway budget, which 
will probably be Frs. 7 milliards; the deficit of the 
Post Office telegraph and telephone administration, 
which will be about Fr. 1 milliard; and, finally, an 
additional milliard for the deficit of the City of Paris, 
there is a total of Frs. 31 milliards which will have to 
be raised by loans. Moreover, several revenue items 
have been over-estimated, especially the Frs. 4,210 





a Fee slit 


npn 0 Df. = RL SH et CS OR OS 











FRENCH BANKING 61 





millions allowed for the excess revenue obtainable as a 
result of the devaluation of the franc. It is to be feared, 
therefore, that the Treasury’s actual requirements for 
1937 will be considerably above the impressive figure 
of Frs. 3r milliards. According to some estimates the 
deficit might even be as high as Frs. 40 milliards if French 
trade does not show a recovery. 

Financial circles are wondering how the Treasury 
will be able to raise such large amounts. This year, on 
the eve of the devaluation, it issued a short-term loan 
which yielded hardly Frs. 4 milliards. The question is 
how it will be able to find more than Frs. 30 milliards in 
1937, even in devalued francs, if French investors 
continue to be reluctant to subscribe to Government 
loans. It is feared that to a large extent the Government 
may have to borrow from the Bank of France. It is 
this fear of inflation that is responsible for the selling 
pressure on the franc. So long as the Government fails 
to pacify the industrial conflicts and allay fears regarding 
the deficit, the tendency of the franc will probably 
remain unfavourable and the Exchange Equalisation 
Account will have to meet considerable demands for 
foreign exchange. Fortunately, the evil has not yet 
developed too far. It is mainly of a_ psychological 
character. But it calls for an early restoration of 
confidence. 


German Banking 
By a Correspondent 


HE response to the new issue of 44 per cent. Treasury 
bonds between November 20 and December 5 
considerably exceeded expectations. This is the 

first time that such a funding loan of the Reich has been 
over-subscribed. Altogether more than Rm. 600 millions 
were subscribed, on a loan of Rm. 500 millions, of which 
Rm. 100 millions was taken firm and Rm. 400 millions 
offered for public subscription. Thus there was an over- 
subscription of 20 to 25 per cent. In spite of this, 
subscribers were allotted in full. It is emphasised that 
apart from the large subscriptions there were also a 
number of small items. Although the last call on the 
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loan will not be due until February 1937, most of the 
amount was paid in advance, since from December 1 an 
interest of 44 per cent. was allowed on advance payments, 
and this rate was attractive in spite of the firmer trend of 
money rates at the end of the year. Moreover, on 
December I and 15 two earlier issues of Treasury bonds 
became due, so that the market had ample liquid 
resources. The Government’s decision to issue the loan 
in 1936 instead of waiting until 1937 has thus been fully 
justified. With the new issue the total of funding loans 
issued during 1936 amounted to about Rm. 4,150 millions. 
This amount includes the funding loan of the German 
State Railway Co. in January 1936, amounting to 
Rm. 500 millions. 

The repayments of loans to the Reichsbank during 
November exceeded the corresponding figures for last 
year. During the first three weeks the amount of repay- 
ments was II5 per cent. of the amount of loans granted 
at the end of October, against 81 per cent. in October 
and 106 per cent. in November, 1935. At the end of 
November the extent to which the market availed itself 
of the Central Bank’s resources was higher than at the 
end of October or at the end of November, 1935. This 
was due in part to the new Government loan. The total 
of Reichsbank loans granted at the end of November 
amounted to Rm. 588 millions against Rm. 554 millions 
in October and Rm. 512 millions in November, 1935. 
During the first week of December the repayments to the 
Central Bank remained below the corresponding figure 
for 1935, amounting to 36 against 46 per cent. last year. 
This again was probably due to repayments made on 
account of the new Government issue. At the same time 
the note issue did not decline to the same extent as during 
the first week of December, 1935. This is attributed to 
the expanded Christmas shopping requirements owing 
to the increase of wages and incomes. The tendency in 
the money market remained firm, as the payment of 
taxes is due on December 10, and in consequence of the 
increase of corporation profits the amount required was 
particularly high. 

The liquidity of the money market during November 
resulted in an increase in the volume of promissory notes 
issued by the German Gold Discount Bank. The increase 
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amounted to Rm. 57 millions against Rm. 376 millions in 
the previous month. The outstanding amount at the 
end of November was once more Rm. 463 millions. At 
the same time other outside reserves of the Bank increased 
further, and its bill holding was raised from Rm. 1,031 
millions to Rm. 1,119 millions. During December this 
tendency was arrested by the withdrawal of some of the 
money market’s resources in connection with the new 
Government loan. 

The gold stock of the Gold Discount Bank, which 
originated from the gold holdings of the former banks of 
issue, declined in November from Rm. 54:3 millions to 
Rm. 49:1 millions. The Reichsbank’s holding of gold 
and foreign exchange eligible for note cover increased 
slightly from Rm. 69-6 millions to Rm. 71-5 millions. 
There is no increase of gold and foreign exchange holdings 
corresponding to the increasing export surplus. Part of 
the exports serve as payment for former imports, so that 
they do not yield any foreign exchange. Moreover, the 
payments of interest on the basis of the existing agree- 
ments also absorb substantial amounts. Owing to the 
scarcity of exchange the penalties for the circumvention 
of exchange restrictions have been further reinforced. The 
deposit of German holdings of foreign securities was made 
compulsory, and stock arbitrage has thus been brought 
to an end. 

The deposits of German commercial banks continued 
to increase in October by Rm. 216 millions against 
Rm. 70 millions in September and Rm. 143 millions in 
August. The five leading Berlin banks gained Rm. Ior 
millions against Rm. 53 millions in September. While 
in September the increase was due to the addition of 
quarterly interest, this time it represented a genuine 
advance. The same was the case with the other banks 
and savings banks. Simultaneous with this increasing 
liquidity of trade there was a decline in loans, in spite of 
the fairly substantial new lendings. Changes continued 
to be noticeable on the assets side, especially in compari- 
son with last year. Loans and advances declined during 
the 12 months ended October, 1936, from Rm. 7,864 
millions to Rm. 7,074 millions. On the other hand, 
Treasury bills and commercial bills increased from 
Rm. 5,820 millions to Rm. 6,973 millions, while holdings 














64 THE BANKER 





of securities increased from Rm. 2,747 millions to Rm. 
2,992 millions. The big Berlin banks are particularly 
affected by these changes. Their earning capacity must 
have suffered, especially as foreign exchange is unprofitable 
and the volume of new private issues is small. Whether 
they are compensated for the decline of their apparent 
earnings by the smaller amount that has to be written off 
for bad debts and the unfreezing of former bad debts is 
doubtful. 


Swedish Banking 


By a Correspondent 


OLLOWING the payment of taxes falling due in 
EF November, the balance sheets of the Swedish joint- 

stock banks underwent considerable changes parti- 
cularly with regard to the abnormally big cash reserves. 
These contracted by about Kr. roo millions to a total 
of Kr. 404 millions, and even this is an unusually high 
figure. In connection with the tax payment also sight 
accounts showed substantial declines, and total deposits 
fell during the month by Kr. 80 millions to a total of 
Kr. 3,790 millions. A change, which at first sight 
might be viewed with satisfaction in these days of 
scarcity of suitable investment possibilites, was the 
increase of advances by Kr. 45 millions which brings 
total advances to Kr. 3,971 millions. On closer exami- 
nation it will be found, however, that out of the above 
increase Kr. 25 millions refer to increase in loans 
against securities which now total Kr. 580 millions. This 
development must be seen in connection with the Stock 
Exchange boom prevailing throughout November, when 
the general share index rose from 163 to 169 (100 = par 
value), and financing of speculation required increased 
funds. A very satisfactory consequence of the Stock 
Exchange boom was, however, the further contraction of 
the banks’ share holdings in November by in all Kr. 8 
millions, whereupon the total share holdings of the 
joint-stock banks were brought down to Kr. 292 millions, 
while only a year ago the item amounted to Kr. 342 
millions. This steady decline means a corresponding 
consolidation of the banks’ investment portfolios, since 
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the bulk of their share holdings consist in assets which 
they were forced to take over in order to avoid bigger 
losses, and which they now can dispose of sometimes 
at a profit, owing to the general business boom, rising 
stock prices and cheap money. In spite of the continued 
money cheapness in Sweden the question of raising the 
official bank rate has so far not been under consideration 
in this country. On the other hand economists are 
concentrating their attention on the rise of prices for 
commodities and a lowering of the sterling rate has been 
recommended, which ever since 1934 has been at 19-40, 
as a means of putting a stop to the price inflation. 

During the month under review the Skandinaviska 
Kreditaktiebolaget called for redemption in the spring 
of 1937 its entire outstanding block of Kr. 100 millions 
53 per cent. Certificates issued in 1925, and simul- 
taneously offered for subscription Kr. 50 millions 3} per 
cent. Certificates redeemable in 1949. Besides further 
consolidating its strong position, the Skandinaviska will 
through this operation reduce its current expenses by 
about Kr. 3-8 millions per annum, which corresponds to, 
roughly, Kr. 6 per share of nom. Kr. 142. 

The gold reserve of the Bank of Sweden underwent 
in November an increase of only Kr. 1 million, whereas 
the Bank’s foreign bills portfolio registered an expansion 
from Kr. 246-7 millions to Kr. 291-9 millions, on account 
of heavy selling of foreign currencies by the joint-stock 
banks. 


International Banking in 1936 


By Paul Einzig 


HE banking year of 1936 showed no such spectacular 
developments as the previous banking years since 
the beginning of the depression. While ever since 

1930 there has been every year a major banking crisis in 
one or more countries, during 1936 there were hardly any 
big bank failures in any part of the world. It is true 
that during the greater part of the year the countries of 
the Gold Bloc, especially France, remained under a cloud 
owing to the overvaluation of their currencies, which 
was bound to affect the banking situation. There was, 








66 THE BANKER 








however, no acute crisis. Following upon the devaluation 
of the Gold Bloc currencies the last quarter witnessed an 
improvement in banking conditions in the countries 
concerned. 

Economic recovery brought about by reflation and by 
rearmament has favourably affected the banking position 
of most countries. The rise in the prices of commodities, 
coupled with the increase of business activity, resulted in 
an increase of banking turnover, after persistent con- 
traction through deflation during previous years. There 
was also a certain amount of dishoarding during the 
last quarter of the year. The shifting of refugee money 
gave a certain amount of business to banks, and their 
revenue from Stock Exchange activity also increased 
materially. Their main sources of income remained, 
however, low. Acceptance business remained at a low 
ebb owing to the small volume of international trade and 
to exchange restrictions. The margin between deposit 
rates and loan rates remained narrow owing to the 
conditions of cheap money which continued to prevail 
most of the time in most countries. 

The tendency towards the elimination of surplus 
banks through failures, voluntary liquidation and amalga- 
mations did not continue to any material extent during 
the year under review. Evidently, after the wholesale 
liquidations of previous years, only the fittest banks 
survived, and owing to the signs of improving conditions 
those in doubt preferred to await developments before de- 
ciding upon liquidation. On the other hand, there has been 
very little sign of expansion, either in the creation of new 
banks or the extension of the activities of existing banks. 

An interesting tendency in Central Banking has 
been the increase of Government control over Central 
Banks. In Denmark the National Bank of Copenhagen 
was converted into a State bank, and shareholders were 
given Government bonds in exchange for their shares. 
In France the transformation was not so drastic, as the 
Bank of France retained its original form of a privately 
owned joint-stock bank. At the same time the contro 
was vested in a Board on which Government nominees 
constituted a majority. Even in countries where the 
legal status of the Central Bank did not change, the 
establishment of Exchange Equalisation Accounts in- 
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creased the relative influence of Treasuries over the 
control of the money market. In Great Britain this 
change took place in 1931-32, but it was during 1936 
that Mr. Montagu Norman, in a public statement, 
recognised the dependence of the Bank of England upon 
the Government’s wishes. 


GREAT BRITAIN 

The most remarkable feature in British banking 
during 1936 was the absence of an adequate demand for 
advances, in spite of the increase of deposits and trade 
activity. This was due to the fact that many industrial 
and commercial firms have taken advantage of the 
cheap money conditions to consolidate their floating 
indebtedness through an issue of debentures. Amalgama- 
tions have also played a certain part in the reduction oi 
the demand for bank advances. These developments 
are causing much concern in joint-stock banking circles, 
as it is feared oa the demand for advances will never 
again keep pace with the accumulation of deposits, in 
which case baakes will gradually became holding compé Lnies 
for Government securities, which are practically the only 
possible alternative assets. Bill rates have remained 
very low; almost throughout the year the banks have 
bought their bills at } per cent. At the same time they 
had to continue to allow fairly high rates on deposits in 
the provinces, while the slackness of the demand for 
bank advances induced them to agree to special loan 
rates to good customers. In these circumstances, curren 
earnings cannot be said to have been very satisfactory. 
On the other hand, owing to better trade conditions, the 
amount of bad debts was negligible, and some debts 
which had already been written off in previous years 
became liquid. New issuing activity on the Stock 
Exchange, foreign gold hoarding and foreign balances 
provided additional sources of income. Foreign business 
improved slightly, though the deadlock with Italy, the 
Spanish Civil War and the establishment of new exchangt 
clearing agreements deprived the banks of some of their 
forme rly profitable 1 fields of activity. As a result of the 
Spanish troubles, a considerable amount of acceptance 
credits became frozen and the liquidation of outstanding 


forward exchange contracts in pesetas became difficult 
r* 
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An important development in British banking has 
been the reorganisation of the Foreign Exchange Com- 
mittee under the auspices of the Committee of Clearing 
Banks. This organisation has been made more repre- 
sentative of all classes of banks engaged in foreign 
exchange business in London and a more uniform inter- 
pretation and application of its decisions has been secured. 

One important event in British banking has been the 
liquidation of the old-established acceptance house of 
I'rederick Huth & Co. Its business was transferred to 
the British Overseas Bank, while the staff of its foreign 
exchange department was taken over by Higginson & Co., 
which house has now established a foreign exchange 
department. Another event, from which the element 
of tragedy was not lacking, was the absorption of the 
Anglo-South American Bank by the Bank of London 
and South America. This was fully discussed in THE 
BANKER of August I, 1936. 

THe UNITED STATES 

American banking had probably its calmest year 

nce the beginning of the crisis. The improvement of 
tra ade conditions continued, and banks benefited by the 
restoration of the solvency of many of their debtors. At 
the same time, as in Great Britain, the resources of the 
banks increased to a much higher degree than the demand 
for loans. The wholesale influx of foreign refugee money 
and funds seeking investment in W all Street brought 
ibout a heavy influx of gold and further increased the 
banks’ resources. In order to avoid a credit inflation, 
the Federal Reserve Board decided to raise the reserve 
requirements of reserve banks. Interest rates in the 
United States remained even lower than in Great Britain, 
and in spite of the revival of speculation in Wall Street 
and the increase of margin requirements, it was difficult 
to find profitable use for liquid funds. The banks benefited 
to no slight degree by the increased Stock Exchange 
activity. 

FRANCE 

french banking developments were largely under the 
influence of the monetary developments during 1936. 

During the first three quarters the flight from the 
franc resulted in further substantial withdrawals of 
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deposits. Since it was impossible or inexpedient to 
bring about a corresponding reduction of credits, the 
withdrawals were financed largely through accommoda- 
tion by the Bank of France. The latter willingly assisted 
the banks, and thanks to its liberal attitude the currency 
crisis was not accompanied by any banking crisis. After 
the devaluation of the franc the banks recovered some 
of their lost deposits, but owing to the vindictive measures 
of the Government directed against those who made 
a profit on devaluation, dishoarding and repatriation did 
not assume very large dimensions. The banks benefited 
by the high rates of interest prevailing from time to 
time and also by the profitable employment of a large 
part of their funds in swap transactions, made possible 
by the big discount on the forward franc. They also 
had their due share of the Bourse activity that preceded 
and succeeded the devaluation. 


GERMANY 


Reflation and rearmament continued to affect the 
banking position in Germany during the past year. 
Since the increased trade activity was financed to a large 
extent by the so-called employment-creating bills, there 
was no strong demand for banking accommodation. On 
the contrary, as a result of better trade conditions, many 
of the old frozen debts have been repaid. From this 
point of view the conditions of German banks have 
improved considerably. By far the greater part of the 
credits which became frozen in 1931 have now become 
liquid. In reality what has been happening to a large 
extent is that Government bills and Government se- 
curities have taken the place of commercial bills in the 
banks’ portfolios. In this respect the position in Germany 
is somewhat similar to that arising in Great Britain and 
in the United States, although the extent and the cause 
of this new development are totally different. Some 
progress has been made towards the return of bank 
shares from Government holding to private ownership. 


ITALY. 


As a result of sanctions, the activities of Italian banks 
abroad declined considerably during the first half of the 
year under review. All outstanding bank credits abroad 
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were liquidated and, owing to the contraction of foreign 
trade, bank balances abroad were also reduced. Most 
Italian bank balances were transferred to New York. 
The removal of sanctions was followed by a very slow 
expansion of the external banking activity. Since 
Italian trade relations with most foreign countries are 
now regulated by exchange clearing, banks play a much 
less active part than before in financing foreign trade. 
The American banks have declared themselves willing 
to restore the credit lines of Italian banks, but for various 
reasons London banks were not prepared to restore the 
relations that existed prior to sanctions. The conquest 
of Abyssinia was accompanied by the expansion of 
Italian colonial banking in that country. The Bank 
of Italy opened a branch in Addis Ababa, while the 
Banco di Roma opened branches in several towns. 


SWITZERLAND 


The flight of capital, which was responsible for a 
heavy contraction of bank deposits during 1935, did not 
continue in 1936. Nevertheless, banking conditions 
continued to give rise to concern. The gradual depre- 
ciation of German blocked marks made it more difficult 
for Swiss banks to liquidate their excessive German 
credits without suffering loss beyond the limits they 
could safely afford. Distrust continued to prevail 
towards the banks with unduly large commitments in 
Germany and other countries with exchange restrictions. 
Several smaller banks had to apply for a moratorium, 
while all the moratoria granted for short periods had 
to be prolonged. When the imminence of the French 
devaluation was realised, the flight of capital from 
Switzerland was resumed. When, however, following 
upon the devaluation of the French franc, the Swiss 
franc was also devalued, there was an immediate change 
in the trend. Since the devaluation of the Swiss franc 
by 30 per cent. proved adequate, and since the Govern- 
ment did not follow the French example in trying to 
penalise those who made a profit on devaluation, there 
was a wholesale dishoarding and repatriation throughout 
the last quarter of the year. This was accompanied 
by a return of deposits to the banks which enjoyed 
the confidence of the public. There was also an increased 
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trade activity and banks benefited by this as well as 
by the boom on the Bourse. The increase of tourist 
traffic brought about a further improvement in the 
Swiss banking situation. 


HOLLAND 


As in Switzerland so in Holland, the flight of capital 
did not continue during the greater part of 1936. Already 
before the devaluation, Dutch banks benefited by the 
improvement in colonial trade, brought about by the 
rise in the prices of raw materials. Internal trade 
remained, however, depressed, and transit trade suffered 
through the competition of Belgium. In this respect, as in 
so many other respects, the devaluation of the guilder 
changed conditions for the better, and the last quarter 
was very favourable to Dutch banking. The return of 
capital from abroad resulted in cheap money conditions, 
and by November Dutch banks were confronted with 
the problem of finding profitable employment for their 
liquid resources. 

BELGIUM 


During 1936 Belgian banks continued to benefit from 
the favourable effects of the devaluation of the belga in 
the previous year. The banks which, in March, 1935, 
were on the verge of collapse recovered completely 
during the second quarter of that year and have continued 
ever since to consolidate their position. Asa result of the 
influx of refugee money during the first three quarters 
of 1936, money conditions in Brussels were very easy, 
and even the repatriations which followed the devaluation 
of the Gold Bloc currencies failed to make much difference. 
The banks which showed no appreciation of the great 
services rendered to them by M. van Zeeland’s wise 
Government are at last beginning to realise that they 
owe him a great debt of gratitude. While in 1935 their 
attitude towards M. van Zeeland was unquestionably 
hostile, the way he handled the labour troubles and 
political unrest won the support of the banking 
community. 

SCANDINAVIAN STATES 


Conditions continued to be prosperous and the banking 
situation continued to improve. Stockholm has resumed 
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its function as the financial centre for the Scandinavian 
and Baltic states. In Norway the banks benefited by the 
appreciable improvement in the whaling and shipping 
industries, by the influx of foreign capital and by the 
revival of Bourse activity. In Denmark, on the other 
hand, the difficulty of marketing agricultural products 
and the scarcity of foreign exchange resources continued 
to handicap trade. On the other hand, banks had their 
due share in the activity connected with the establishment 
of new industries in the country. The Central Bank was 
converted into a State bank, but the fact that in November 
it unnecessarily raised its rediscount rate showed that a 
Government-controlled bank of issue can be as ultra- 
orthodox as a privately-owned Central Bank. In Finland 
the outstanding banking event was the celebration of the 
125th anniversary of the Bank of Finland. 


DANUBIAN STATES. 


Conditions in Austria remained reasonably satisfac- 
tory, and the banking recovery from the desperate 
situation which arose in 193I continued. The recovery 
of the Creditanstalt and the progress of the liquidation 
of its foreign assets exceeded anticipations. The pros- 
pects for its creditors have definitely improved. The 
return towards normal conditions was indicated by the 
fact that after Mr. van Hengel’s death, an Austrian was 
appointed as managing director. In Hungary the banks 
benefited by the improved agricultural conditions, and 
also by the increase of tourist traffic. In Czechoslovakia 
the second devaluation of the crown resulted in an 
improvement in banking conditions. In Jugoslavia the 
outstanding feature was the conclusion of arrangements 
for the establishment of a German bank affiliate. In 
Roumania the official recognition of the de facto devalua- 
tions of the lei clarified the situation, though much of the 
legitimate business continues to be diverted from the 
bank to the black Bourse. 


SPAIN 


Spain constitutes the only really dark spot in the 
history of banking during 1936. Towards the end of 
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1935 and the beginning of 1936, arrangements were 
made for the liquidation of the outstanding short-term 
indebtedness to France and Great Britain. The progress 
towards improvement in this respect suffered, however, a 
sharp reverse as a result of the Civil War. Although 
part of the Spanish banking liabilities were met through- 
out the second half of the year, many bills were allowed to 
go into default. The moratorium, military operations 
and difficulties of communication brought about a 
deadlock in the market in pesetas and made it very 
difficult for foreign banks to liquidate their peseta 
contracts. The fate of the Spanish banks is at the time 
of writing causing considerable uneasiness abroad. It is 
feared that interference on the part of the Government 
and of the insurgents has impaired their position to no 
slight degree. Relations remain comparatively normal 
with Barcelona, as Catalonia has as yet suffered no 
invasion. It is feared that many prominent Spanish 
bankers were executed or died in prison. The siege of 
Madrid also caused a considerable degree of disorganisa- 
tion in Spanish banking. The Bank of Spain transferred 
its headquarters to Valencia, and at least part of its 
gold reserve was transferred to France. 


LATIN AMERICA 


The rise in raw material prices and the increased 
demand for raw materials brought about a trade revival 
in the raw-material-producing South American states. 
As a result the banking situation has also distinctly 
improved. In the Argentine and Brazil in particular the 
exchange position has become much easier and the 
relaxation of restrictions improved the earning prospects 
of the banks. In addition, there has been a certain 
influx of European capital to the Latin-American states 
as a result of the political uncertainty on the Continent, 
providing an additional stimulus to South American 
banking activity. 


THE FAR EAST 


The banking conditions in Japan have been satisfactory 
during 1936. The disappearance of a large number of 
smaller banks during the previous years has definitely 
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consolidated the banking position in general, and has 
enabled the remaining banks to take better advantage of 
the increased trade activity, brought about by the low 
exchange value of the yen and by large Government 
expenditure. In China, too, banking conditions have 
become less unsettled following upon the crisis of 1935. 
The absence of slight fluctuations in silver and the main- 
tenance of stable monetary conditions brought about an 
improvement in trade and banking, notwithstanding 
political troubles. 





Books 


THE A.B.C. OF THE FOREIGN EXCHANGES. By GEORGE 
CLARE and NoRMAN Crump. Tenth Edition. 
(London, 1936: Macmillan & Co. 5s. net.) 


As the last edition of this book was published just 
before the suspension of the gold standard, the publication 
of a new edition necessitated a thorough revision of the 
material and the addition of new material. The second 
half of the book has been entirely rewritten. Mr. Crump’s 
task in compressing within a brief space the vast new 
material was by no means easy. He has succeeded, 
however, in giving us a bird’s-eye view of all the essential 
changes. The chapter concerning the Exchange Equali- 
sation Account is particularly interesting, as the author 
has made a speciality of the study of that institution. 
Mr. Crump publishes also a calculation of purchasing 
power parities between uiies. the dollar and the 
franc, and compares them with the actual exchanges. 
He gives two sets of figures, based on the wholesale 
prices and on the cost of living. Even though his solution 
of the extremely difficult problem of calculating pur- 
chasing power parities is not ideal, it is more than most 
authors discussing the subject have ever done to 
illustrate their argument with actual figures. Another 
useful chapter deals with the complicated system of 
German exchange restrictions. A fair amount of space 
is devoted to the problem of silver and silver exchanges. 
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THE THEORY AND PRACTICE OF CENTRAL BANKING, WITH 
SPECIAL REFERENCE TO AMERICAN EXPERIENCE, 
1913-1935. By HENRY PARKER WILLIS. (New 
York and London, 1936: Harper Bros. $5.) 


The present volume is the third part of a study of the 
Federal Reserve system which Professor Parker Willis 
began in 1915. After having published standard works 
on the history and practice of the system, Professor 
Willis has now set out to elaborate the theoretical basis of 
Federal Reserve Bank practice. Having the experience 
of Federal Reserve Banking at his finger-tips, Professor 
Willis was in a particularly favourable position to codify 
its theoretical rules, and his book constitutes a valuable 
addition to the literature on the subject. Part III, 
dealing with international relationships, is of special 
interest from the European point of view. He deals with 
the changes of the international functions of Central 
Banks produced by the war and post-war conditions. 
The questions which he discusses in this part of his book 
embrace the joint control of specie movements; the 
technique of gold redistribution; the international regu- 
lation of prices; inter-Central Bank support; the Bank 
for International Settlements; foreign operations of the 
Reserve system; international currency management, 
etc. While the author is primarily concerned with the 
Federal Reserve system, he discloses a sound knowledge 
of Central Banking as it is operated in various European 
countries. 


Mr. KEYNES AND THE LABOUR MOVEMENT. By A. L. 
Rowse. (London, 1936: Macmillan & Co. 2s. 6d. 
net.) 


When Mr. Keynes's volume “ The General Theory of 
Employment, Interest and Money” was published, it 
was to be expected that it would give rise to an extensive 
literature discussing the immense number of important 
points he raised. Mr. Rowse’s booklet is among the 
first of these contributions. He makes no attempt to 
summarise Mr. Keynes’s arguments but confines himself 
to examining the political and social implications of his 
position. It is his contention that there is little or no 
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divergence between Mr. Keynes and what is implied by 
Labour policy. The author appeals to Mr. Keynes to 
give up his position as independent and isolated critic 
of the Bank of England and join forces with the Labour 
movement. He maintains that had Mr. Keynes done 
so ten years ago the movement would have been made 
much more effective. He appears to overlook the fact, 
however, that at the time when British Socialism was 
inspired by Snowdenian Liberalism, it had very little in 
common with Mr. Keynes, who was then already opposed 
to laissez-faire, notably in matters of foreign trade. 
Meanwhile, Labour policy has approached Mr. Keynes’s 
policy to a considerable degree, but then so has the 
Conservative policy. After all, Mr. Chamberlain is 
to-day as strongly in favour of cheap money and as 
strongly against stabilisation as Mr. Keynes himself. 
Most people would feel that Mr. Keynes can render 
much more useful service to economic thought while he 
is above parties. Fortunately, it appears unlikely that 
he would ever feel inclined to submit his writings to 
party discipline, any more than he was inclined to be 
hampered in his development by orthodoxy. 


PUBLICATIONS RECEIVED. 


BANKING THEORY AND PRACTICE. By LUTHER HARR and 
W. CARLTON Harris. Second Edition. (London, 
1936: McGraw Hill Publishing Co. 24s. net.) 


ELEMENTS OF Economics. By S. EVELYN THOoMas. 
Eighth Edition. (London, 1936: the Donnington 
Press. tos. 6d. net.) 


BANKER AND CUSTOMER. By S. EVELYN THOMAS. 
(London, 1936: the Donnington Press. 12s. 6d. 
net.) 


URLIN’s LAW OF TRUSTS AND TRUSTEES. By A. CARRERAS. 
Seventh Edition. (London, 1936: Sir Isaac 
Pitman & Sons. 5s. net.) 
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Some Recent Canadian Banks 


By Professor C. H. Reilly 


EVEN great Canadian banks each with imposing 
S titles have this month sent photographs of, on 

the whole, very imposing buildings. The Canadian 
banks have, I believe, developed the English system of 
branches spreading across the country in contradistinction 
to the more localised and individual banks of the United 
States. This would lead, one would imagine, as with 
us, to a vast number of small branches in the small 
towns and villages and to a few slightly larger ones in the 
large towns. The result, however, in Canada seems to 
be nothing of the kind. Apparently each bank builds 
in each big town a building big and important enough 
to be its Lombard Street headquarters, if over here. 
Such is the faith I suppose in the future oi the country. 
In the smaller towns there are smaller bank buildings 
certainly, but they are never of a country type as with us. 
If the banks in the big towns look like enormous classical 
temples or mausoleums, those in the smaller towns 
merely look like smaller ones. I suppose in Canada, as 
in the States, there are no villages, just towns, towns of 
every size, even of a few shacks but all laid out to a 
gridiron plan and all aiming at immensity some day. 
It is very necessary I think to bear this difference of 
outlook in mind in judging their buildings of whatever 
type and especially in judging their banks. Let us 
begin with a branch of the Bank of Montreal—for that 
bank has a great architectural tradition with its famous 
headquarters building in Montreal by Messrs. KcKim, 
Mead and White, as good or better than anything we have 
in Lombard Street. 

The Ottawa branch by Messrs. Barott and Blackadder— 
the latter I remember the architect of one or two first-rate 
buildings in Montreal itself—is a fine powerful structure 
in a neo-classical manner. It certainly looks like a 
headquarters building. I believe it stands opposite the 
Gothic House of Parliament, not a first-class building 
even of its Gothic kind, but big and imposing. This 
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bank building though very much smaller of course must 
be much bigge rin scale than its Gothic vis-a-vis. Imagine 
it opposite our own Houses of Parliament. It would 
seem like a crouching giant ready to destroy them. 
That is not a reflection on the building itself, but rather 
the reverse. A big scale gives a monumental quality 
which a smaller one can never do however large the 
building. This structure suggests one vast hall inside. 
In reality of course the interior may be quite different 
though I think from the fenestration one may be pretty 
sure the main banking hall fills most of the structure. 
Behind the tall attic walls there may be an upper storey 
of top-lit rooms for clerks hidden away and the same 
in the basement. But whether this is so or not, the 
expression is of one big hall of a solemn and severe 
order. It will be noticed that while basing his building 
on the Greek Temple type, the architect, to suit modern 
feeling and to give his building greater solidity has 
eschewed all columns, independent or otherwise, allowing 
himself instead for vertical emphasis capless and base- 
less piers perfectly plain at the side facade but fluted 
on the front. To these piers, the doorway, big in itself 
but small in comparison, and the set-back frieze of figures 
give great apparent size and strength so that they 
almost seem ready to carry the heavy plain attic above 
the cornice. Almost, but not quite. That attic, in 
spite of the letters in front, which one can just see through 
the boughs of a tree, and of the sunken panels on the 
return face, still seems to me a little clumsy. Apart 
from this one must admit this building is a very powerful 
design, well symbolising the power of the bank whether 
it serves it well internally or not. In the illustration it 
clearly makes all the surrounding buildings, however 
tall, seem small fry in comparison, a pleasing result no 
doubt to its owners if not to the town. 

From the Canadian Bank of Commerce examples 
I choose the Toronto branch at the corner of Queen Street 
and University Avenue by V. D. Horsburgh of the bank’s 
premises department. I choose this because it is a 
comparatively small building for a Canadian bank and 
more comparable therefore to our own. It will be 
seen at once that it has a certain massiveness, rather 
naively the premises department say “‘ to emphasise the 
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branch for advertising purposes.’ It has fortunately Sl 
a certain elegance and restraint as well with its stretches IC 
of plain stone wall which are better qualities, and one CC 
may hope even better advertising ones. It is strange tl 
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BRANCH OF THE CANADIAN BANK OF COMMERCE AT THE CORNER SO: 
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indeed to note that one has to look at this refined and po 

elegant building between such ungainly telegraph posts He 


and wires. How a town can be content with possessing 
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such things and such a building side by side it is difficult 
for an Englishman to understand. I remember being 
told in Montreal, on my first visit some twenty years ago, 
that to find my way back to my hotel I had better blaze 
a trail, that is, cut a notch on each telegraph post I 
passed, such a forest of them there were there then. This 
building is again in what one may call neo-classic, though 
here for the entrance two actual Greek Doric columns, 
complete with their proper capitals, are used and not 
mere symbols of them. Though these columns certainly 
give the mausoleum-like air so much sought after for 
banks on the other side of the Atlantic, I think between 
them they cut too great a hole in the building. I fancy, 
if it could be seen better, the plainer flank without 
any columns or such like things would seem the better 
elevation. It is the finely cut ashlar of the stone walls 
and the delicately moulded architrave and cornice which 
give this building its sedateness and character. Because 
they seem to conflict with this I regret the criss-cross bars, 
too, in the upper windows. I notice the lower windows, 
probably to the manager’s office and to that of some other 
important official, are allowed to serve their purpose 
without such decorative devices and are all the better 
for it. Such criss-cross bars are surely carrying the 
mausoleum idea a little too far even for the other side. 

We now come to a skyscraper type of building 
erected at Vancouver by the Royal Bank of Canada 
from the designs of Mr. Davenport who was joint archi- 
tect with Messrs. Easton and Robertson of London for 
that charming little building No. 6 Lothbury, opposite 
the Bank of England. I suppose the value of the sites in 
these distantly spaced towns and the quickness of vertical 
travel in lifts to-day in comparison with horizontal 
travel call forth these high buildings, where there are 
no restrictive covenants or laws. Here, clearly, the bank 
will only occupy the great arched ground floor and 
perhaps the storey immediately above, though there is 
no reason to-day, with telewriters, why it should not use 
some of the topmost floors as well if it wanted to. 

This building which was put up four years ago, and 
except for that which I fancy makes it nearly contem- 
porary, would appear to be influenced by Raymond 
Hood’s famous News building in New York in which the 
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whole articulation is by the vertical emphasis of one 
window over another set in grooves between piers, 
which honestly represent the vertical members of the 
steel frame which is behind the stone and is doing the 
work. Here the celine’ has only allowed himself such 
truthfulness of expression above the base of his building 
although, of course, his steel stanchions must equally 
run through the piers between his ground floor arches. 
These latter, too, of course, mean nothing structurally. 
Behind them doing the work will be horizontal girders. 
It seems therefore unfortunate, even to please a bank, 
that a building, so logical and clear in its lines generally 
and so truthful to its steel construction, should be 
reduced to the old sham scenic architecture in its lower 
stories, well done as that is in this case. Having given 
way at the bottom of his building like this I suppose the 
architect felt he must echo his taradiddles elsewhere for 
consistency’s sake. Hence the round arched windows to 
the top floor before the first set back and the decorative 
balustrade with which he finishes his structure every- 
where, and last of all the little asymmetrical decorative 
tower at the top right hand corner. This building is full 
of such evidences of architectural knowledge and clever- 
ness that it is a great pity it is not a more consistent 
whole. Unity of idea is surely a fundamental requirement 
in any building for whomsoever it may be designed. 

For the Bank of Nova Scotia I chose the (¢ valgary 
Branch in Alberta by Mr. John Lyle of Toronto who has 
built a great number of bank buildings and not only for 
this particular bank, which, in spite of its name from an 
extreme eastern part of Canada, appears to have spread 
to the far west. This is a small branch comparable 
against an English country town one, though in what 
English town, however big, would a small bank be over- 
shadowed by such a building as appears at the top of this 
illustration? On either side of it however will be seen 
what look like parts of very ordinary, indeed rather dilapi- 
dated, little structures. How is anyone to design for 
an everchanging town of such extremes? It seems to 
me an almost impossible problem. New buildings in such 
a place are only temporary scenery in a quickly moving 
drama in which giants and dwarfs get all mixed up srchitect 
together. It is clearly as scenery Mr. Lyle has designed 
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this latter building of his and charming if rather fantastic 
scenery it is with a facade that seems a delightful screen 
temporarily to hide some half finished work behind. 
One cannot believe what it hides has any permanence or 
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ever, for in itself this facade is a delightful piece of design 
in which, though great liberties have been taken with 
such holy things as classical columns and cornices, 
the result nevertheless is an ever smiling building 
if a building can be said to smile. I like the delicacy 
of the ornament everywhere echoed in the elegance 
with which the letters of the Bank’s name have been 
drawn and in the flat curved contour of the pilasters. 
I like the fancy, so consistent with the rest, by which the 
parapet wall above the cornice has been softened with 
scrolls at its two ends and a little bedroom curtain- 
like valance drawn at the top. It is the backcloth 
clearly for a Noel Coward play. What it is doing among 
such grim and distressing surroundings only modern 
civilisation can explain, if indeed, looking at this little 
section of Calgary, there is such a thing at all in that part 
of the world. 

For the Dominion Bank I select the Toronto branch at 
the corner of Yonge and Gerrard Streets also by Mr. Lyle. 
It is a long, two-storied rectangular building with the 
bank in the lofty ground floor, with vaults and safe 
deposit under and offices to let above. This branch, 
I understand, is in a suburban shopping area. I remember 
it was a boast in Toronto that Yonge Street was fifty 
miles long, the longest street in the world, running on 
in a straight line through various towns, suburbs, and | 
suppose open country in between—a dreadful thought. 
Once again then, by using an enormous scale this bank, 
not so big in itself, and not much taller it will be noticed 
than its neighbours, manages to produce nevertheless, a 
a crushing effect, the kind of effect we could not easily 
stand in ene of our own country towns. Here, however, 
it is once more I suppose an act of faith that the bank’s 
neighbours will soon all be classical temples or palaces too. 
Otherwise I cannot help feeling that this sort of building 
is a little cruel and pretentious even where carried out with 
the skill shown here. In the last building we only had one 
amusing facade to look at. Here we have something 
much more solid which we cannot pretend is new scenery. 
Nevertheless, incongruous as it is with little brick shops 
on either side, a lot of thought has been put into this 
building. First the proportion between the tall bark 
storey and the one above is very telling, the lower one 
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being given further vertical emphasis by its long windows 
and the delicate pilasters sketched as it were on the surface 
between them, so lightly are they drawn. In the thickness 
of the wall as decoration to the jé ambs of the great doorway 
and of the windows appear strongly fluted three-quarter 
columns. These, while they are effective enough in their 
contrast with the fine plain stonework—how fine is this 
ashlar work in all these Canadian buildings!—nevertheless 
seem to contradict very seriously the delicate drawing of 
the pilasters and of the frieze, cornice and urns which is the 
main scheme of decoration. The capitals of these columns 
and pilasters and the carved ornament generally, | am 
informed, is based on Canadian birds, fruit and flowers 
a commendable thing if they are sufficiently generalised. 
The vases, for instance, on the flank above the cornice 
contain conventionalised pine needles—a very suitable 
form. They, however, cannot be well served by the 
realistic coins in much higher relief at nearly the same level 
on the main front. Nevertheless, as in the Calgary build- 
ing, one cannot but admire the enthusiasm and energy 
of this architect who, if the main ideas of his building 
are forced on him by the general Canadian banking 
practice, is yet not content with a mere lifeless repro- 
duction of antique forms. 

lor the Bank of Toronto I have chosen the Preston 
branch, Ontario, also by Mr. Lyle, who is clearly a leading 
bank architect. This is perhaps the best of the three of 
his buildings here illustrated. For one thing it pretends 
less and consequently would suit us better at home than 
the other two. It would fit into our landscape. I could 
imagine it at Wimbledon, say, or in some other fairly 
prosperous suburb where the land is cheap and houses 
far apart and the manager can have a separate one of his 
own. It isa little difficult to imagine, however, an English 
bank with sun blinds or an English sun calling for them 
in such an institution. They help this design neverthe- 
less, a great deal. It would even be a little dull perhaps, 
without them. The chief criticism I have to make, 
admitting the appropriateness of a classical design to-day, 
is that the pediment over the door does not seem very 
happily placed between the arches of the windows on 
either side of it, and is a little clumsy in itself compared 
with the elegance of the rest of the detail, such as that 
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of the friezes and cornices, the window architraves and 
sills and of the little brackets under the latter. I wish 
more of our English banks in the classical manner reached 
a similar standard of restraint and fine drawing. I wish, 
too, their designers could learn from this how unneces 
sary to-day are the columns and pilasters they are so 
fond of, or were till quite recently, for the dignity a 
bank rightly calls for. 

Our last example is a branch of the Imperial Bank ot 
Canada at Toronto at the junction of Dundas Street 
and University Avenue by Messrs. Langley and Howland 
of that town. This is again the neo-classical type of 
bank but without columns and pilasters and with the 
mausoleum appearance much reduced by greatly enlarged 
windows. So big are these windows indeed that one 
wonders at first glance whether the building is a bank 
after all, and not some small exhibition hall. Such 
windows mean, of course, a great scale again only suited 
to a big town but they also surely depreciate, too, from 
the sense of security. One does not store one’s valuables 
in the greenhouse. Apart from this question of suitability, 
the building is straightforward and honest if the fret 
ornament to the main window and the enrichments 
to the cornice are a little overdone. Imagine them 
removed and the building would be very like the little 
orangery in the Tuileries Garden in Paris where they 
sometimes hold such pleasant little exhibitions of pictures. 
How, from the outside, it contains anything but one 
big banking hall is a mystery. Probably there is a 
vallery or two for clerks, called on the other side of the 
Atlantic mezzanines, at the back and under it may be 
one or two private rooms, all receiving their light from 
the main hall. The desire to talk to the manager in 
private is not, | imagine, encouraged in Canada any more 
than it is in the States. It would offer, I suppose, too 
vreat a temptation to gentlemen with guns. Once more 
it is interesting to see a building of this scale—the windows 
must be at least twenty-five feet high—necessarily 
dominating its surroundings, erected for a small branch 
bank. ‘‘ Floreat Canada’ can be the only explanation 
of this and much else we have been looking at. May the 


aspiration be fulfilled ! 
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Williams Deacon’s Bank London 
Headquarters 


\ the article in the December issue describing Williams 
| Deacon’s Bank London Headquarters, Professor C. H. 

Reilly wrote of ‘“‘a great Manchester bank coming 
to London”’. It is true that the bank is well represented 
in Manchester, the Manchester and Salford Bank having 
been founded in 1836, but Williams Deacon’s can be 
traced back in London under varying names of partners 
to the year 1771. In 1890 Williams Deacon & Co. and 
the Manchester & Salford Bank were amalgamated under 
the style of Williams Deacon and Manchester and Salford 
Bank, the Manchester office becoming the Governing 
office and the London office the Registered Office, the 
title being shortened later to Williams Deacon’s Bank. 

It was also stated that John Tann, Ltd., of London, 
were sub-contractors for the construction of the strong- 
rooms. Messrs. John Tann were actually direct con- 
tractors to the Bank, who wished to avail themselves of 
the special knowledge of this Company of Strongroom 
work, not only in the installation of the anti-blowpipe 
drill-proof steel linings, but also in the design and con- 
struction of the reinforced concrete walls, roof and floor. 
Messrs. John Tann were also responsible for the 
“ Tannsteel "’ strongroom doors and for the complete 
equipment of the strongrooms with steel grillage, cup- 
boards, shelving and other fittings, including the venti- 
lating arrangements. 
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Bank Mecting 


BARCLAYS BANK (DOMINION, COLONIAL AND OVERSEAS) 


INCREASED PROFITS 
IMPROVING TRADE CONDITIONS 


| British 

1 ontinues to bk 
crops, however, have 
los, Trinidad, Jamaica 


to British West Africa, during 
idy and material improvement 
evious vear has continued 

and import. trades. In 


export of diamonds s higher, 
| been an incre in the 


AND DIVIDEND 


ince sheet, it nterest- 

in this, the bank's centenary 

total has, for the first time exceeded 

million mark, being an increase of 

million, compared with the previous 

trent, deposit and other accounts 

£9 mil 

1935, partly owing to an increased 

Government funds. Cash in hand 

bankers, & has increased bya 

1 million, to 425,514,000. The 

estments now stand at 4 543,000, 

of over 44 million, whilst advances 

ers, & it 4£32,205,0¢ show af 
43 million 

profit, namely, 4401,000, has been 

us occasion ifter provision for 

been deducted whereas last 

3,000, was sul t to the 

£120,000 to ncome tax 

Compared with 1035, there is af 

nent in profit of about 45 0. The 

the bank of the centenary grant, 

inced in March last, of 1o per cent. of 

salaries and pensions paid by the bank, 

> S46 

5,000 has been carried to the 

ompared with £100,000 in the 

the total of that fund now 

100 [he board now recom 

ends final dividends at the rate of 5 percent 

innum on the cumulative preference 

ind at the rate of 6 per cent. pe 

\ and B shares, less 

tax in each case at the rate of 4s 5d. 

The dividend for the year on the 

B"' shares is at the rate of 54 pet 

report was unanimously adopted, 








